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PREFACE 


Since the founding of the People's Republic of China in 
1949, China's economy has, together with all other aspects 
of life in the country, been undergoing tremendous changes 
the like of which had never occurred in her previous history. 
Results attained are splendid: The semi-colonial and 
semi-feudal economy which we inherited from the otd 
society, at the time of our victory in the revolution, has been 
completely transformed. An independent, free and New- 
Democratic economy has been established nn its stead. 
Rehabilitation of our entire national economy has been vic¬ 
toriously accomplished throughout the land. A foundation 
has been laid, and conditions necessary for large-scale 
economic construction in the near future have been created. 

Eleven of the selected articles in this book, written in 
celebration of National Day, 1952, describe concretely the 
achievements made in various sections of China's economy 
during these past three years. 

The successes on the economic front have not been won 
easily. The brave and industrious people of China, under 
the guidance of the Communist Party of China and the leader 
of the Chinese people. Chairman Mao Tse-tung, have had to 
overcome all sorts of obstacles and difficulties. While they 
have had to support a war against aggression, they have yet 
been able to carry out democratic social reforms and reha¬ 
bilitate the nation's economy. They have forged ahead 
steadily and systematically and have, as a result, achieved 
these great successes. 



To show clearly how all obstacles and difficulties were 
surmounted, eleven important articles, published between 
December 1949 and June 1952, are also included in this book. 

These twenty-two articles will, we believe, be helpful to 
readers both in China and abroad in the study of new China’s 
economy and in getting a clear picture of its development. 



CONTENTS 


Fight for a Fundamental Turn for the Better in the 
Financial and Economic Situation in China 
. Mao Tse-tung I 

4: 4c 

May Day Address. Liu Shao-chi 11 

The Problem of Commodity Prices and the Issuance of 

Government Bonds. Chen Yun 33 

The Draft Budget for 1950 . Po Yi-po 39 

The Financial and Food Situation . . . Chen Yun 47 

The Economic Situation and Problems Concerning 

Readjustment of Industry, Commerce and Taxation 

. Chen Yun 61 

On the Question of Tax Readjustment . . Po Yi-po 79 

Financial and Economic Situation in the People’s Re¬ 
public of China During the Past Year Chen Yun 95 

On Economic and Financial Work . . . Chen Yun 109 

The Present Situation of China’s Industries and the 

Direction of Our Future Work . . Li Fu-chun 123 

Address to the Preparatory Conference of the All-China 
Federation of Industrial and Commercial Circles 
. Chen Yun 139 

* * * 









Three Years of Achievement of the People’s Republic of 

China. Po Yi-po 151 

The Great Victory in Land Reform During the Past 

Three Years. Liao Lu-yen 165 

The Restoration and Development of Our Industries in 

the Past Three Years. Li Fu-chun 175 

New China’s Achievements in Agricultural Production 

During the Past Three Years . . Li Shu-cheng 187 

Great Achievements in China’s Water Conservancy 

Work During the Past Three Years . Fu Tso-yi 195 

The People’s Railways Since Liberation Teng Tai-yuan 209 

The Readjustment and Development of China’s Com- ^ 
merce Since 1949 Yao Yi-lin 219 

Three Years of China’s Foreign Trade Yeh Chi-chuang 237 

Three Years’ Achievements of the Co-operative Move¬ 
ment in New China. Cheng Tse-hua 245 

The Chinese Working Class on the Eve of Large-Scale 

Economic Construction. Lai Jo-yu 259 

China’s Great Victories on the Economic Front During 

the Past Three Years .... Hsueh Mu-chiao 269 








Fight for a Fundamental Turn for the Better 
in the Financial and Economic 
Situation in China* 

Mao Tse-tung 

Chairman of the Central Committee of the Communist Party- 
of China and Chairman of the Central People’s 
Government of the People’s Republic of China 

The present international situation is favourable to us.. 
The world front of peace and democracy, headed by the Soviet 
Union, is even more powerful than it was last year. The 
people’s movement for peace and against war in all countries 
throughout the world has made further progress. The nationat 
liberation movements aiming at throwing off the yoke of 
imperialism have greatly expanded. Especially noteworthy 
is the fact that the mass movements of the Japanese and 
German peoples in opposition to United States occupation 
have been on the upsurge and that the people’s liberation 
struggles in the oppressed nations in the East have develop¬ 
ed. 


At the same time the contradictions between the 
imperialist countries, principally between the U.S.A. and 
Britain, have also developed. Quarrels have also increased 
among the various cliques within the American bourgeoisie- 


* A report delivered on June 6,1950, at tbe Third Plenary Session at the- 
Seventh Party Congress of the Communist Party of China. 
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and among the various cliques within the British bourgeoisie. 
In contrast, there is strong unity in the relations between the 
Soviet Union and the People’s Democracies. The new Sino- 
Soviet Treaty, which is of great significance, has consolidat¬ 
ed the friendly relations between the two countries. On the 
one hand, it enables us to carry forward freely and more 
rapidly the reconstruction work within our country. On the 
other hand, it is giving an impetus to the great popular 
struggle throughout the world for peace and democracy and 
against war and oppression. 

The war threat of the imperialist camp still exists. The 
possibility of a third world war still exists. However, the 
forces fighting to check the danger of war and to prevent 
the outbreak of a third world war are growing rapidly. The 
level of political consciousness of the great majority of the 
people in the world is rising. If only the Communist parties 
of the whole world continue to unite all possible forces for 
peace and democracy and enable them to grow still further, a 
new world war can be prevented. War rumours spread by 
Kuomintang reactionaries are designed to deceive the people. 
They are groundless. 

The present situation in our country is as follows: 

The Central People’s Government and local people’s 
governments at all levels of the People’s Republic of China 
have been set up. The Soviet Union, the New Democracies 
and a number of capitalist countries have established diplo¬ 
matic relations with our country, one after another. Fighting 
■on the mainland has been basically concluded. Oniy the 
liberation of Taiwan and Tibet remains as a serious struggle 
ahead. 

In a number of areas on the mainland, the Kuomintang 
reactionaries have been adopting a kind of bandit guerrilla 
warfare and have incited a section of the backward elements 
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to struggle against the People’s Government. The Kuomintang 
reactionaries have also organised many secret agents and 
spies to oppose the People’s Government. They spread 
rumours among the people in an attempt to undermine the 
prestige of the Communist Party and the People’s Government 
and to sow discord between the various nationalities, demo¬ 
cratic classes, democratic parties and groups and people’s or¬ 
ganisations. Special agents and spies also attempt to sabotage 
the people’s economic affairs, assassinate functionaries of 
the Communist Party and the People’s Government and 
collect Information for the imperialists and the Kuomintang 
reactionaries. All these counter-revolutionary activities are 
directed from behind the scenes by imperialism, particularly 
by American imperialism. These bandits, special agents and 
spies are imperialist lackeys. 

In the thirteen and a half months since the crossing of the 
Yangtse River on April 20, 1949, which followed the decisive 
victories won in the three great campaigns of Liaosi and 
Mukden, Hsuchow and Pengpu, and Peiping and Tientsin 
in the winter of 1948, Ihe People’s Liberation Army (PLA) 
has occupied all the territory of China apart from Tibet, Tai¬ 
wan and several islands. During this period it annihilated 
1,830,000 Kuomintang reactionary troops and 980,000 bandit 
guerrilla forces. At the same time the people’s public secur¬ 
ity organs have tracked down large numbers of reactionary 
secret service organisations and special agents. The PLA still 
has the task of continuing to exterminate the bandit remnants 
in the newly Liberated Areas, while the people’s public 
security organs have the task of continuing to smash the 
enemy secret service organisations. 

The majority of people throughout the country warmly 
support the Communist Party, the People’s Government and 
the PLA. In recent months, the People’s Government has 
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put into effect unified control and unified leadership in finan¬ 
cial and economic work on a nation-wide scale. It has striven 
for a balance in revenue and expenditure. It has checked 
inflation and stabilised prices. The people of the entire coun¬ 
try have supported the Government by delivering their grain, 
paying taxes and buying Government Bonds. 

Our country suffered widespread calamities last year with 
about 120,000,000 mou* of farmland and 40,000,000 people 
affected to a greater or lesser degree by floods or drought. 
The People’s Government has organised large-scale relief 
work for these people and has been carrying out water con¬ 
servancy projects on a vast scale in many places. The crop 
this year is better than last year’s and the summer harvest in 
general is good. If the autumn harvest is also good, then 
we may expect even better conditions next year. 

Many long years of imperialist and Kuomintang reaction¬ 
ary rule have brought about an abnormal alignment in our 
social economy and widespread unemployment. Since the 
victory of the revolution, the old social-economic structure 
as a whole has been undergoing a reorganisation in vary¬ 
ing degrees, and there is an increase in the number of un¬ 
employed. This is a grave matter and the People’s Govern¬ 
ment has begun to adopt measures for relieving the unem¬ 
ployed and finding work for them, so as to solve this problem 
systematically. The People’s Government has carried out 
widespread cultural and educational work, and large num¬ 
bers of intellectuals and young students have joined in study 
to acquire new knowledge or have taken up revolutionary 
work. The People’s Government has done some work in pro¬ 
perly readjusting industry and commerce and improving the 
relations between public and private enterprises and between 

* One mou equals one-fifteenth of a hectare. 
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labour and capital. It is now continuing this work with even 
greater energy. 

China is a vast country and its conditions are highly 
complex. The revolution first gained victory in certain areas, 
and then victory was achieved throughout the country. 

Accordingly, in the old Liberated Areas (with a popula¬ 
tion of approximately 160 millions), agrarian reform has been 
completed, social order has been stabilised, economic con¬ 
struction work has begun to proceed on the right ttack, im¬ 
provements have been made in the standard of living of the 
majority of the labouring people, the problem of unemploy¬ 
ed workers and intellectuals has been solved (as in the 
Northeast) or is nearing solution (as in North China and 
in Shantung Province). In the Northeast, in particular, plan¬ 
ned economic construction has begun. 

In the newly Liberated Areas (with a population of 
approximately 310 millions), freed only a few months, six 
months or one year ago, there still remain more than 400,000 
bandits scattered in remote areas to be annihilated. The land 
problem has not yet been solved. Industry and commerce 
have not yet been properly adjusted, and the phenomenon of 
unemployment is still serious. Social order has not yet been 
stabilised. In a word, conditions for carrying out economic 
construction in a planned way have not yet been achieved. 

As I have said, we have now won a series of victories 
on the economic front, for example, the approaching balance 
of national revenue and expenditure, the ending of currency 
inflation and the tendency of prices toward stability. All 
these mark the beginning of a turn for the better in the finan¬ 
cial and economic situation, but not yet a fundamental turn 
for the better. Three conditions are required before the finan¬ 
cial and economic situation can take a fundamental turn for 
the better. They are: 
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(1) Completion of agrarian reform; ( 2 ) proper read¬ 
justment of existing industry and commerce; and (3) large- 
scale reduction in government expenditure. A certain length 
of time is needed to attain these three conditions. It will 
take about three years or a little longer. The entire Party 
and the people throughout the country must strive to create 
these three conditions. Like the rest of us, I am confident 
that these conditions can be realised with complete certainty 
in about three years. Then we will be able to see the entire 
financial and economic situation of our country turn funda¬ 
mentally for the better. 

To achieve this, the Party and all the people throughout 
the country must unite and thoroughly carry out the follow¬ 
ing tasks; 

(1) The work of agrarian reform should be carried 
forward by stages and in an orderly manner. Since the war 
has virtually ended on the mainland, the situation differs 
entirely from the 1946-48 period when the PLA was locked 
in a life-and-dcath struggle with the Kuomintang reactionar¬ 
ies and the issue had not yet been decided. The State can 
now, by means of loans to poor peasants, help them solve 
their difficulties, and make up for the fact that they received 
less land (than under the previous land redistribution 
policy—Editor). Therefore, there should be a change in our 
policy towards the rich peasants, a change from the policy 
of requisitioning the surplus land and property of the rich 
peasants to one of preserving a rich peasant economy, in 
order to further the early restoration of production in the 
rural areas. This change of policy will also serve to isolate 
the landlords while protecting the middle peasants and those 
who rent out small plots of land. 

(2) The unified control and unified leadership in our 
financial and economic work should be consolidated. The 
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balance of revenue and expenditure and the stabilisation of 
prices should also be consolidated. In accordance with this 
principle, taxes should be properly readjusted and the peo¬ 
ple’s burden lightened according to circumstances. 

Blindness and anarchy in the economic field should be 
gradually eliminated in line with the principle of unified 
planning and of considering the interests of all sections. 
Under the leadership of the State sector of the economy, 
which is Socialist in nature, existing industry and commerce 
should be properly readjusted, while practical and appro¬ 
priate steps should be taken to improve relations between 
public and private enterprises and between labour and capital. 
Thus the various components of the social economy will 
establish a division of labour and co-operation, facilitating the 
revival and development of the entire social economy. The 
view held by some people that it is possible to eliminate 
capitalism and introduce Socialism at an early date is wrong; 
it is not suitable to our national conditions. 

(3) The PLA, while preserving its main forces, should 
demobilise part of its troops in 1950, but only on condition 
that sufficient forces to liberate Taiwan and Tibet are guaran¬ 
teed, as well as sufficient forces to consolidate our national 
defences and suppress the counter-revolutionaries. This 
•demobilisation must be carried out with care so that demobil¬ 
ised soldiers can return home and settle down to produc¬ 
tive work. Retrenchment is necessary in administrative 
•organisations and superfluous personnel should also be dealt 
with in a suitable manner so that they have the opportunity 
of obtaining work and of study. 

(4) The work of reforming education in old-type 
schools and the culture of the old society should be carried 
out methodically and carefully. All patriotic intellectuals 
should be won over to the service of the people. On this 



question, procrastination and reluctance to carry out reforms 
is incorrect; but rashness or'attempts to carry through reforms 
precipitately is also incorrect. 

(5) Relief work for unemployed workers and intel¬ 
lectuals must be earnestly carried out. The unemployed must 
be helped systematically to get work. Relief work for people 
stricken by calamities must be continued. 

(6) We must earnestly unite with democratic persons 
of all circles and help them solve their problems in work 
and study. Any tendencies towards ‘closed-door’ policies or 
towards unprincipled concessions in united front work must 
be overcome. We must convene people’s representative con¬ 
ferences of all circles successfully, as they are a good means 
for uniting the people of all walks of life, in order to carry 
on our common work. All important work of the People’s 
Government should be submitted to the people’s conferences ** 
for discussion and decision. All representatives to these 
conferences must have full rights to speak; any action which 
hinders the people’s representatives from speaking is wrong. 

(7) All bandits, spies, local despots and other counter¬ 
revolutionary elements who are harmful to the people must 
be resolutely eliminated. On this question we must observe 
the policy of combining suppression with leniency, that is, 
the policy of punishing the principal culprits but not those 
forced to become accomplices, and of rewarding those who 
have later rendered meritorious service. None of these points 
should be neglected. The whole Party and all the people 
throughout the country must increase their vigilance against 
the subversive activities of counter-revolutionary elements. 

(8) The Central Committee’s directives on consolida¬ 
ting and expanding the Party organisation, on strengthening 
relations between the Party and the masses of people, on 
extending criticism and self-criticism, and on conducting an 
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ideological remoulding movement throughout the Party 
should all be resolutely carried out. In view of the fact that 
our Party has grown to a party of 4,500,000 members we must 
from now on adopt a policy of expanding the Party organ¬ 
isation carefully. Opportunist elements must be resolutely 
kept from entering the Party and those within the Party must 
be expelled in a suitable manner. Attention must be paid to 
drawing politically-conscious workers into the Party systema¬ 
tically, expanding the percentage of workers in the Party 
organisation. 

In the old Liberated Areas, the enrolment of Party mem¬ 
bers should in general be stopped in the villages. In the 
newly Liberated Areas, before land reform has been completed, 
the Party organisation should not in general be expanded 
in the villages, to prevent infiltration into the Party of oppor¬ 
tunist elements. 

In the summer, autumn and winter of 1950, the whole 
Party must, in close connection with its various tasks and 
not in isolation, carry out a large-scale ideological remould¬ 
ing movement, using such methods as reading various select¬ 
ed documents, summarising work, analysing conditions, 
developing criticism and self-criticism, etc. This will raise 
the ideological and political level of the cadres and the rank- 
and-file Party members; it will overcome mistakes committed 
in our work; it will overcome feelings of arrogance and 
self-satisfaction in those who think themselves heroes; and it 
will overcome bureaucratism and commandism and improve 
the relations between the Party and the people. 
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May Day Address* 

Liu Shao-chi 

Vice-Chairman of the Central People’s Government 
of the People’s Republic of China 

Comrades: 

With great elation we celebrate the first May Day since 
the founding of the People’s Republic of China. In the 
past, the majority of the Chinese labouring people, except 
those in the Liberated Areas, not only failed to enjoy govern¬ 
ment protection but were strictly forbidden by the reaction¬ 
ary governments to celebrate their own festival. 

They could only celebrate or pass their holiday under 
the watchful eyes of reactionary troops, secret agents and 
police and in self-sacrificing struggles against them. 

But today as the Chinese working people celebrate May 
Day, the situation is entirely different. 

The Central People’s Government has decided that May 
Day shall be one of the most important official festivals and 
has directed factories, mills, government institutions, schools 
and the People’s Liberation Army troops to observe the day 
as a holiday. The people’s troops and police, so far from 
preventing the people from holding celebrations and parades, 
will themselves join the people in the celebrations and 
parades. It is the duty of the People’s Government to pro¬ 
tect the labouring people and ensure that they can cele- 

* Delivered at a cadres’ meeting held in Peking on May 1, 1950. 
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brate their own May Day undisturbed and with good heart. 
In other words, this is the first time in history that the major¬ 
ity of the Chinese labouring people are celebrating their own 
holiday in freedom and joy and under the protection of their 
own government. How can we here and the Chinese labour¬ 
ing people all over the country fail to be proud and elated 
by all this? 

Comrades, what does this change mean? 

It means that the great people’s revolution of China 
is victorious, that the labouring people of China have been 
liberated, that the regime of the reactionary classes which 
oppressed us and despised the labouring people has been 
overthrown by the people’s forces, and that the labouring 
people have established a people’s regime with themselves 
as its foundation. This is the first and greatest victory of 
the Chinese labouring people in history. We celebrate this 
greatest victory! We celebrate the May Day of 1950! We 
celebrate the liberation of the Chinese labouring people! 

Comrades, why is May Day worthy of such solemn 
celebration by our country' and our people? 

It is because the world of man and even man himself 
are the creation of labour. Labour is the foundation on 
which human society exists and develops. Labouring peo¬ 
ple are the creators of civilisation. Therefore, labour should 
be the thing that commands the highest respect in the world, 
while labourers should be the people that command the high¬ 
est respect in the world, and Labour Day should become 
a day most worthy of celebration by our people and our 
country. Labour Day is a festival of solidarity between us 
workers and all other labouring people, a festival of inter¬ 
national solidarity of the workers and the labouring people 
throughout the world. On this day, we must with solemn 
ceremony honour all that the labouring people have created. 
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celebrate all that the labouring people have achieved by 
their labour, thank the labouring people for giving mankind 
all the means of production, of livelihood and for the enjoy¬ 
ment of culture and art, and inspire the people with the 
highest enthusiasm for further labour and creation. At the 
same time, we give our fraternal salute, with the greatest 
enthusiasm, to the working class and labouring people of 
all the countries in the world, first and foremost the working 
class and labouring people of the Soviet Union! 

The Chinese people’s revolution is victorious and the 
Chinese labouring people have been liberated, but the notion 
and habit of paying respect to the social parasites who 
never work but live on the labour of others and of despising 
labour and labouring people, have lasted for thousands of 
years in Chinese society and still exist. In celebrating May 
Day, we must resolve henceforth to wipe out these utterly 
mistaken notions and habits which have done great injustice 
to the labouring people. We must give the labouring peo¬ 
ple the honour that is due to them, especially the labour 
heroes and inventors who have made important inventions 
and innovations, and we must show our just contempt for 
the social parasites who never work but live on others. This 
is one of our new moral standards. 

This change that is now taking place in our country and 
occurred much earlier in the Soviet Union and the People’s 
Democracies is really the greatest change in the history of 
mankind. The Chinese people will complete the change 
step by step and, by their own labour, will gradually fashion 
for themselves a future of infinite splendour, as the people 
of the Soviet Union have done. There are perhaps at present 
quite a number of people who cannot perceive the,great 
significance of this change, but as time goes on people will 
realise more and more clearly the magnificent prospect that 
is opened up by the change that is now beginning in our 
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country. Clearly this great change and the creation of a 
magnificent future are possible only under the leadership 
of the working class and the Communist Party. Because 
of this change, the Chinese working class has become the 
leading class in the country. And precisely because the 
working class has become the leading class in the country 
and is carrying out its historical mission under the leadership 
of the Communist Party, the working class is able to unite 
the people throughout the country and ensure the transition 
of the country to a state of wealth, strength and prosperity 
and the gradual transition from New Democracy to 
Socialism. 

But, comrades, while we celebrate the people’s victory 
and see a future of unlimited splendour, we must not for¬ 
get that we still face temporary difficulties. The Kuomin- 
tang reactionaries are still clinging to Taiwan, Choushan, 
Kinmen and other islands. Assisted by American imperialists, 
they are bombing a number of our cities and blockading a 
number of our seaports. We must, therefore, pursue our 
campaign for liberating Choushan, Kinmen and Taiwan, 
and must also advance our troops into Tibet. We must 
wipe out the numerous Kuomintang bandits in a number 
of the newly Liberated Areas in the rear. At the same time, 
millions of people affected by natural calamities, the result 
of last year’s disasters in several provinces, must be relieved, 
by the State with huge amounts of grain. 

As our national economic system was formerly of a 
semi-colonial nature and could not stand on its own feet, 
depending for its existence on and working in the service 
of imperialism, feudalism and bureaucratic capitalism— 
besides being seriously undermined by prolonged war— 
naturally we have to go through a painful process and make 
great efforts to heal the scars of war and to achieve the 
transformation of the national economic system into one 
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that is independent, resting on the people and serving the 
people. Precisely because the former, old economic order 
is already destroyed while the new order is not yet establish¬ 
ed owing to lack of sufficient time, serious dislocation and 
anarchy emerge in various spheres of social economy. 
And when the false and superficial prosperity of certain 
enterprises created by the inflation and rocketing prices of 
the past twelve years comes up against the present situa¬ 
tion of prices, with their tendency to stability, temporary 
difficulties of slack markets and retrenchment of production 
arise. As a result of these objective difficulties and of certain 
shortcomings and errors in our own work, a number of 
workers have become unemployed and certain difficulties 
have arisen for industries and commercial concerns. The 
overcoming of these difficulties depends on joint efforts by 
the government and people of all circles. But they can be 
fully overcome. 

Why is it that our present difficulties are such that they 
can be completely overcome? 

It is because they are difficulties that have occurred in 
the course of victory and progress. And victory and pro¬ 
gress contain within themselves all the factors for over¬ 
coming the difficulties. If we can skilfully use these fac¬ 
tors and create the necessary conditions, we can overcome- 
the difficulties. Hence, our difficulties are temporary. 

For the present we do, indeed, have difficulties. This 
is known to all. But by analysing the present situation, 
we can clearly see that the basic conditions for the develop¬ 
ment of China’s economy and industry have either already 
been created or are being created. We thus have sufficient 
confidence that we will overcome the present difficulties, and 
gradually improve the situation. I will now list some of 
these basic conditions: 



First, imperialism has been driven from China and the 
many prerogatives of the imperialists in China have been 
abolished. The customs and foreign trade policy of new 
China have become an important means of protecting the 
development of the industry of the new China. 

That is to say, the key to China’s front door is in our 
own pockets instead of in the pockets of the imperialists and 
their running dogs, as was formerly the case. China’s indus¬ 
try from now on will not suffer from competition by cheap 
commodities of the imperialists. China’s raw materials 
will first of all supply the needs of her own industry. This 
clears away one of the biggest obstacles hindering the 
development of China’s industry for the past hundred years. 

Second, the People’s War of Liberation is coming to a 
victorious end. The People’s Liberation Army recently suc¬ 
cessfully landed on Hainan Island in the face of the enemy’s 
strong fortifications and routed a large number of enemy 
trobps. The experience of liberating the whole island—which 
will soon be completed—can therefore be applied to opera¬ 
tions against Taiwan and other islands occupied by the enemy. 
After the liberation of Taiwan, enemy bombings and blockade 
will naturally come to an end. Military and administrative 
expenditures of the State will be greatly reduced. And it will 
be possible to increase considerably the volume of investment 
in economic construction. Our country will be turned com¬ 
pletely on to the path of economic construction. All this 
we can clearly foresee. 

To-day, the Northeast is already completely turned to 
economic construction. In 1950, the Northeast People’s 
Government, in addition to providing the Central People’s 
Government with 2,600,000 tons of grain to support the war, 
for relief of food shortages in deficiency areas and for the 
development of production, has set aside in its budget the 
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•equivalent of 3,990,000 tons of grain (calculated in terms of 
millet in areas south of the Great Wall) for investment in 
■economic undertakings in the Northeast. According to the 
report of Kao Kang, Chairman of the Northeast People’s Gov¬ 
ernment, industrial production in the Northeast in 1949 
amounted to 35 per cent of the gross industrial and agricul¬ 
tural output. In 1950, the percentage will increase to 43 
per cent. The industrial production of public enterprises in 
the Northeast this year will be 193 per cent of the previous 
year. 

Agricultural production will be 137 per cent of the pre¬ 
vious year. In 1949, the number of workers employed in the 
’Northeast public enterprises increased by 240,000. The real 
•wages of the workers increased on the average by 27 per cent. 
In 1950, the State will receive in profit and depreciation from 
the Northeast State-run enterprises an amount equal to almost 
half the total revenue of the Northeast. The burdens of the 
Northeast peasants were lightened in 1949 as compared with 
1948, and will be further relatively lightened in 1950. Private 
industry and commerce in the Northeast have also developed. 
For instance, the number of private industrial enterprises in 
Mukden increased by 23 per cent in 1949. The number of 
workers employed in these enterprises increased by 18 per 
cent. There are now no unemployed workers in the North¬ 
east and a shortage of labour power is felt. The living stand¬ 
ard of the people of the Northeast is beginning to improve. 
The demand for all sorts of consumer goods has greatly in¬ 
creased, and the market has greatly expanded. These things 
which have already emerged in the Northeast will also emerge 
.in the areas south of the Great Wall in the not distant future. 

This shows that the future of China’s economic and indus¬ 
trial development is perfectly bright. 

Apart from the Northeast, vast areas south of the Great 
Wall have now beg^n to turn to economic construction. The 
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People’s Government is reviving the economy at a number of 
key points. The equivalent of 3,930,000 tons of grain was 
invested in economic enterprises by the Central People’s Gov¬ 
ernment in 1950. The sum total invested by the People’s 
Government in economic enterprises both north and south 
of the Great Wall amounts to 7,920,000 tons of grain, or 
approximately 700 million U.S. dollars. Apart from these 
investments, the State bank is extending big loans to public 
and private enterprises. As we all know, these investments 
and loans are made by the People’s Government while we are 
still facing the difficult conditions of war and natural calamity. 
When the war ends, and finance and prices are completely 
stable, and military and administrative expenditures great¬ 
ly reduced, it is not hard to imagine what vast capital invest¬ 
ments the State will be able to apply to economic enterprises. 
Without doubt, it will promote the swift rehabilitation and 
development of the economy. 

Third, land reform has been completed In Northeast and 
North China, except for Suiyuan Province. In Honan Pro¬ 
vince and some other areas it will be completed this year. 
In various newly Liberated Areas, land reform will begin this 
autumn in accordance with the decree of the People’s Govern¬ 
ment. Land reform throughout the whole country will be 
basically completed within the next two or three years. In 
this way, the productive potentialities of the rural districts 
will be set free, resulting in an adequate supply of grain and 
raw materials for the cities. At the same time, the problem 
of markets for industrial development will be solved. Taking 
the example of Northeast China again, the sale of cloth in 
the Northeast was 800,000 bolts in 1947, 1,200,000 bolts in 
1948, 3,200,000 bolts in 1949 and is expected to reach 9,000,000 
bolts in 1950. Two million five hundred thousand bolts were 
already sold during the first quarter of 1950. In other words, 
after the land reform the peasants’ production has Increased, 



their living standard has improved, their purchasing power 
has greatly risen and the market for industrial goods has 
expanded considerably. We have created or are now creating 
this most fundamental and important condition for stimula¬ 
ting industrial development. After the completion of the land 
reform and after two or three reasonably good harvests, the 
present shrunken purchasing power in the rural districts will 
be swiftly revived and will gradually increase so that industry 
and commerce in the urban areas will flourish. This is beyond 
any shadow of doubt. 

Fourth, at the present time, the financial and economic 
work of the State has been unified. State revenue and 
expenditure are approaching balance and will shortly attain 
complete balance, and our finance and prices will soon be¬ 
come stabilised. This is in the interests of the overwhelming 
majority of the people throughout the country. 

Apart from the victories of the People’s Liberation Army 
at the front, this is the greatest achievement made for the 
people on the part of the Central People’s Government since 
its inauguration. Finance and economics have never been 
unified in China throughout her history. For many decades, 
State revenue and expenditure never balanced, and the 
reactionary government had to issue a large volume of bank¬ 
notes and contracted large domestic and foreign loans every 
year to maintain its existence. Financial and price stability 
were unknown in China for the past twelve years, and the 
people have had to pay heavily for the losses suffered through 
inflation. 

The People’s Government, however, carried out important 
measures and attained results in a very short timft with the 
war not yet over and despite food shortage as well as the 
imperialist blockade. This is something which no reactionary 
government can possibly achieve and, in fact, can only be 
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achieved by a genuine people’s government. This proves 
that our slogan for the unification of China is not an empty 
slogan, but one full of serious political, military and econo¬ 
mic content. 

This is an extremely important step forward for our coun¬ 
try. With this step, the conditions have been created for the 
rehabilitation and development of all legitimate industry, com¬ 
merce and other productive enterprises, ensuring that capital 
will not be used for speculation or squandered in inflation, but 
used for legitimate industry, commerce and other productive 
enterprises. 

Naturally, some sufferings and difficulties are bound to 
arise in this period when the new, progressive situation is 
born. They are like labour pains just before childbirth. In 
order to balance the budget and stabilise prices, the People’s 
Government has had to be very strict about collecting public 
grain and taxes, issuing bonds and cutting down expenses. 
The only alternative would have been further inflation and 
fluctuating commodity prices. But the strict collection of 
public grain and taxes and the issue of bonds have increased 
some of the burdens of the people in rural and urban areas 
and led to difficulties for many. As a result of economy in 
expenditure, several million army personnel and government 
functionaries continue to live under the frugal supply system, 
and it is impossible or hardly possible for them to look after 
their families, many of whom have to live a hard life or 
even a life of serhi-starvation. Thus difficulties arise for them 
too. This is one of the expressions of the labour pains. Out 
of these pains has emerged a new situation wherein the finan¬ 
cial budget is approaching balance, and commodity prices 
are approaching stability. 

With the emergence of this new situation of stable 
prices, the kind of hoarding that was done in the past has 
ended and speculators have to put on the market the goods 
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which they had hoarded. Many consumers who bought and 
stored away considerable quantities of consumer goods in 
time of inflation do not, for the time being, buy consumer 
goods, even though they have money in hand. They keep 
their money in their pockets instead or deposit it in the 
bank. Goods cannot therefore be sold quickly and so prices 
go down. Cash deposits in the banks increase greatly and 
the banks find it hard to loan the money out. A number of 
factories are over-producing and many shops cannot sell 
their stocks of goods. They find it difficult to keep going and 
so the phenomenon arises that part of the workers become 
unemployed. Such are the sufferings and difficulties which 
inevitably arise when commodity prices approach stability 
and, moreover, they are unavoidable difficulties. 

At the birth of the new situation, some pain and hard¬ 
ship might certainly be reduced if all the doctors and assis¬ 
tants in the maternity hospital of our People’s Government 
were first-rate and if there were sufficient equipment and 
medicines for midwifery. But unfortunately not every doctor 
and assistant in the hospital is first-rate, and the equipment 
and medical preparation work are not sufficient. In their 
various creative activities they can only work and study at 
the same time, step by step drawing conclusions from their 
experience and adding to it. They have thus not been able 
to avoid some avoidable pain and hardship. 

In other words, there are shortcomings and errors in 
the work of many of our comrades. Serious efforts must 
be made to correct these. We hope that the masses will 
develop criticism of the work of the government and put 
forward proper suggestions so as to ensure that government 
personnel will correct their shortcomings and errors and 
thus reduce unnecessary pain and difficulties. 

Yes, there are shortcomings and errors. There are suffer¬ 
ings and difficulties. But, after all, a new situation is 
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•emerging before us, in which revenue and expenditure are 
approaching balance and prices are approaching stability. 
Comrades! Countrymen of all circles! Clench your teeth, 
keep on working hard and after a certain period the critical 
phase will pass. Our sufferings and difficulties are merely 
temporary phenomena. This is also beyond doubt. 

Fifth, the international conditions for carrying out our 
construction work are also very good. After the conclusion 
of the war and the unification of the whole country, we shall 
urgently need a peaceful environment to carry out our econo¬ 
mic construction. In the diplomatic sphere, the People’s 
Covernment, of course, earnestly pursues a policy of peace 
and works hard for the defence of world peace side by side 
with the Soviet Union and the New Democracies. This is very 
clear. 

The imperialists are extremely hostile to the liberation 
of the Chinese people. The American imperialists are still 
helping the Chiang Kai-shek gang in Taiwan and engaging 
in all sorts of conspiratorial and disruptive activities against 
new China. Therefore, the people throughout the country 
and the People’s Liberation Army must enhance their vigil¬ 
ance, resolutely liberate Taiwan, consolidate our national 
defence and be prepared to counter any possible imperialist 
provocation. 

However, the imperialist camp of aggression, headed 
by the United States, has already met with and will continue 
to meet with the resolute resistance of all peace-loving peo¬ 
ple throughout the world. The strength of the camp of 
peace and democracy, headed by the Soviet Union, has seen 
unprecedented growth. If the imperialists dare to stage a 
provocation and launch a war of adventure, the result will 
be the complete doom of the imperialist system. As a result 
of the signing of the Sino-Soviet Treaty of Friendship, 
Alliance and Mutual Assistance, we have acquired a power- 





ful ally. As Chairman Mao Tse-tung has said, this will free 
our hands to carry out construction work. We have also 
received low interest loans and the help of experts from 
the Soviet Union. Moreover, we are co-operating econo¬ 
mically with the Soviet Union in setting up several enter¬ 
prises which we would not be able to start by ourselves in 
the near future. This will reduce the difficulties arising 
from our lack of capital and experience. 

Summing up the above-mentioned favourable conditions, 
we can see that our present difficulties will be overcome one 
by one, our economic situation will gradually improve after 
a short period of hardship and will change fundamentally for 
the belter in two or three years. There is no room left for 
doubt about all this. 

From this analysis, we can see clearly what should be 
the present tasks of the Chinese people and the direction in 
which they should make their effort. The Central Committee 
of the Communist Party of China, in the thirty-eight slogans 
which it issued for May Day, has clearly and correctly posed 
the tasks on all fronts and 1 shall only add a few remarks 
on the following points. 

1. The liberation of Taiwan and Tibet, the wiping out 
of all bandits and enemy agents, and the consolidation of 
national defence. 

People’s Liberation Army troops at the front should pre¬ 
pare actively for the campaign to liberate Tibet, Taiwan and 
other enemy-occupied islands, so as to put an end to war 
within the whole country. People’s Liberation Army troops, 
public security organisations and their forces on duty in the 
rear must, as swiftly as possible, wipe out all bandits and 
enemy agents and safeguard social order, so that the peo¬ 
ple may engage in production with peaceful minds. At the 
same time troops and forces in the rear should also engage in 
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production, get more general education, raise the level of their 
military technique and consolidate national defence. These are 
the foremost demands of the people at the present moment. 
People all over the country, including the people of Taiwan 
and Tibet, should devote all their energy to supporting and 
co-operating with the People’s Liberation Army in fulfilling 
these glorious tasks. Here we want to say a few words to 
the Kuomintang generals on Taiwan and other islands and to 
the rulers of Tibet: Stop your futile resistance at once. Sever 
ail relations with the imperialists and send representatives 
to negotiate with the People’s Liberation Army. Either cross 
over to the People’s Liberation Army, or lay down your arms 
in co-ordination with the People’s Liberation Army’s opera¬ 
tions to liberate these places. Only by doing this, will it be 
possible for the People’s Government to pardon your past 
crimes. Only thus will you have the barest reason for ask¬ 
ing the People’s Government to forgive your past and observe 
your future actions. This is your last chance to obtain the 
people’s pardon. 

2. Readjustment of industry and commerce and the 
relations between public and private enterprises. 

The Central People’s Government, in accordance with 
the Common Programme and the directions of Chairman Mao 
Tse-tung, will take certain specific measures to readjust indus¬ 
try and commerce and the relations between public and 
private enterprises. This will permit the organisation and 
planning of the economic life of our country in the present 
circumstances, so as to overcome the derangement and 
anarchy in the relations between public and private enter¬ 
prises and between different branches of enterprises. 

The People’s Government should render assistance to 
those private productive enterprises which may be maintain¬ 
ed, are beneficial to the national economy and the livelihood 
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of the people, but are facing difficulties. The proprietors and 
the workers of those enterprises also must jointly do every¬ 
thing in their power to ensure that these enterprises may 
keep going while waiting for conditions to improve. 

It is extremely important to centralise and allocate all 
the orders and the processing of goods of the State institu¬ 
tions and State enterprises in the most appropriate manner, 
in order to readjust industry and commerce and the relations 
between public and private enterprises for overcoming the 
present difficulties. The amount of these orders and volume 
of. processing are very great, and defects and losses have 
very often occurred owing to lack of proper centralisation and 
allocation. Our military and administrative institutions and 
enterprises must each take all possible steps to make period¬ 
ical estimates of orders and of processing, especially the 
estimate of large orders and processing, and hand them to 
the industrial, commercial and trading institutions, along with 
their own suggestions. At the same time, the industrial, com¬ 
mercial and trading institutions in different places must 
demand from their local public and private productive enter¬ 
prises factual reports on the conditions of production. They 
must investigate these conditions and report them to their 
superiors. This will enable our central industrial, commercial 
and trading institutions to centralise and allocate within 
proper limits the various State orders and processing, and 
to adjust the production of the various enterprises. In this 
way, the State institutions, on the one hand, can avoid cer¬ 
tain unnecessary losses and, on the other, regulate the market 
and adjust production, extend relief to many productive enter¬ 
prises which are facing difficulties and stimulate the develop¬ 
ment of new productive enterprises. In regard to State orders 
and processing, it is necessary to give consideration to the 
industries and commerce in Shanghai which are facing parti¬ 
cular difficulties. 


2S 



3. The shift of certain kinds of production to other trades 
and the way out for private capital. 

There is no future for enterprises which served im¬ 
perialism, feudalism and bureaucratic capitalism in the past, 
such as industries producing high-grade consumer goods and 
goods used for superstitious purposes, businesses dealing 
in commercial speculation, financial businesses dealing in 
usury and stock market speculation, etc. All such enter¬ 
prises should turn to other trades. Some industries which 
are suffering from temporary over-production, such as the 
cigarette, match and soap industries, also have to reduce their 
production or turn to other trades for the time being. Some 
industries must earnestly make substantial changes in the 
type of their products to suit the needs of the peasants before 
they can expand their market. Moreover, because specula¬ 
tion has ceased, large sums of idle capital are available in 
society to be invested in production. 

Fundamentally, these are without doubt good phenomena. 
Without doubt, they will also cause some pain. The reduc¬ 
tion of output, the suspension of work and the shift to other 
trades, will inevitably cause some workers to become unem¬ 
ployed and others to change their occupation. At present 
there are some people raising the question: I am willing to 
change to another trade, but to which? Will the People’s Gov¬ 
ernment please tell me what are the enterprises which may 
be undertaken? It is correct to raise this question. 

In order to answer each one of these questions specifical¬ 
ly and precisely, there must be specific investigation and 
study. I can here only make a reply along general lines. 
That is, all those enterprises can be undertaken which pro¬ 
perly serve the needs of the people, especially those which 
properly serve the needs of the peasants, and which cannot 
at present be undertaken by the State or which, though under¬ 
taken, are still small in number. Communications and trans- 



port and those branches of industry which serve the revival 
of national economy at key points as well as medical enter¬ 
prises can also be undertaken. Apart from these, the State 
will sign contracts under suitable conditions with private 
individuals and permit them to undertake the mining and 
refining of certain special minerals, the building of certain 
factories, the installation of certain power stations. 

The People’s Government has not at present forbidden 
private individuals to set up any enterprises which are bene¬ 
ficial to the people and do not exercise a dominant influence 
over the people’s livelihood. The sphere of operation of 
private enterprises is therefore very wide. Certain inappro¬ 
priate phenomena of competition between State and private 
productive enterprises, and inappropriate conditions in order¬ 
ing and processing goods should be corrected in readjust¬ 
ing industry and commerce. 

Labour-capital relations may also be directed into normal 
channels by labour legislation of the State, collective contracts 
and labour-capital consultative organs. Hence, private cap¬ 
ital is not without a way out. Of course, the enterprises 
should be run honestly and there should not be any reluctance 
•in devoting some energy and capital to the operation of those 
really beneficial to the national economy and the livelihood 
of the people. The People’s Government will give the neces¬ 
sary facilities and direction to those entrepreneurs who are 
honest and not reluctant to devote some energy and capital 
to production, and will help them to avoid planlessness and 
to succeed in their enterprises. 

4. Relief for the people affected by natural calamities 
and for unemployed workers. 

As the result of the efforts made by the People’s Govern¬ 
ment and the broad masses of the people to transport grain, 
we can certainly say that the food supply situation this year 
is assured. 
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The wheat harvest is now only forty-odd days away. 
The present moment is critical for relief work and, therefore^ 
relief workers in such piaces should not hold the relief grain 
in reserve sent to them by the government. They shoulcf 
distribute it swiftly in accordance with the policy of organis¬ 
ing the people in the affected areas to help themselves in pro¬ 
duction, thus enabling them to pass through the difficult 
period. With the efforts of the people themselves and the 
large-scale organisational work of the People’s Government, 
we are cer,tain to get through this year’s period of food short¬ 
age without an iota of relief grain from foreign countries. 
Having helped the Chiang Kai-shek gang to kill several mil¬ 
lions of Chinese people, the American imperialists suddenly 
became philanthropic and said they would come here to re¬ 
lieve the people in the affected areas. The purpose of their 
so-called relief is to conduct subversive activities among the 
peopie of the affected areas of China. The Chinese people 
welcome really well-intentioned assistance from abroad, but 
as to the “good intentions’’ of the imperialists, we have 
learned quite enough. We do not need these people to come 
to conduct subversive activities. 

Since certain economic enterprises must unavoidably 
contract, suspend work or shift into other occupations, all 
possible relief must be given to unemployed workers in all 
major cities. This is absolutely necessary and must not be- 
deferred. The Central People’s Government has decided to 
ailot a certain amount of grain and money and, at the same- 
time, has asked the industrialists and merchants, as well as 
employed workers, to contribute some money as a relief fund 
for unemployed workers. The Ministry of Labour of the 
Central People’s Government is now drafting measures for 
the relief of unemployed workers, and is preparing to set up 
relief departments and employment agencies for unemployed 
workers in all major cities. Before the measures erf the Cen- 



tral People’s Government are made public, temporary relief 
measures may and «hould be taken in Shanghai and a nura- 
ber of other cities. Former governments of China never 
helped the unemployed workers, but the People’s Govern¬ 
ment, although it is still confronted with difficulties, will 
soon decide on practical relief measures for unemployed 
workers and will carry them out. 

5. Future land reform. 

Land reform should be carried out this autumn iir 
those parts of the newly Liberated Areas where preparatory 
work has been done. But these regions should not be too‘ 
extensive. In view of the fact that victory has now been 
basically won, only the landlords’ land and public land 
should be confiscated and distributed in land reform to land¬ 
less and land-poor peasants in future. Landlords will also 
be given a similar share, and the rich peasants’ land and pro¬ 
perty should not be touched. Other properties of the land¬ 
lords will not be subject to confiscation and distribution, 
with the exception of those means of production necessary 
to the peasants. These points will be regulated in detail in 
the forthcoming new agrarian law. On the basis of past 
experience, land reform in future should be carried out 
under leadership, with preparation and order. Disorder 
cannot be permitted. Therefore, we must not be impatient 
to complete land reform in all newly Liberated Areas, but 
must carry it out step by step, period by period and area by 
area. If we can basically complete land reform throughout 
the country in the coming three years, that will be quick 
enough and a very big success. 

6. Resolute correction of shortcomings and errors and 
the training of cadres. 

Since the field armies of the People’s Liberation Army 
began the advance to the South and the Northwest on April 
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20, last year, the entire Chinese mainland and a population 
of over 300 million, with the exception of Tibet were 
liberated within a very brief period. The territory under 
our control is vast and the various tasks are heavy and com¬ 
plicated. Experienced cadres are not sufficient and large 
numbers of new cadres have been enlisted. All thepe factors, 
plus the lack of time for training, have given rise to many 
shortcomings and errors in the course of attaining these great 
achievements. We must have an overall view of the ques¬ 
tion. That is, we should see both the achievements and the 
shortcomings and errors in the work; both the hard work 
and the defects of the cadres. Under-estimation of any as¬ 
pect should be avoided. Now people throughout the country 
are acclaiming our achievements and, at the same time, are 
demanding that we correct the shortcomings and errors 
which have already occurred. We should face these short¬ 
comings and errors squarely and correct them. The Central 
Committee of the Communist Party of China has already de¬ 
cided to spread the use of criticism and self-criticism and to 
train cadres. After these steps have been taken, we believe 
that our shortcomings and errors will be« corrected. 

The most fatal among our mistakes is that of merely 
enforcing orders. We have a considerable number of cadres 
who strive to fulfil the tasks assigned to them by the State 
and the Party; that is good. But they do not take the trouble 
to execute the policies of the State and the Party. They do 
not fulfil those tasks within the limits of strictly pursuing 
the policies of the State and the Party. Instead, they adopt 
a rude manner of work, taking no heed of the actual situation 
and its possibilities, unwilling to consult the local people 
humbly but simply fulfilling the tasks. The result is that 
tasks have been fulfilled, but the people have suffered losses 
which might have been avoided. Such simple enforcement 
of orders is quite serious in the work of levying public grain, 



collecting taxes and selling Government Bonds, and it has 
aroused the dissatisfaction of many persons. If this is not 
corrected, we shall be estranged from the masses. Before 
long, we shall carry out agrarian reform over a vast territory, 
and it will be difficult to do this work well without taking 
out time for training cadres. 

Concerning such an erroneous style of work among our 
cadres, the Central Committee of the Communist Party of 
China has year after year been giving instructions emphasis¬ 
ing the need for its correction. But, even after it has been 
corrected repeatedly, it may recur. 

The Communist Party now has a membership of four 
million, nearly half of whom have been members of the Party 
for just two and a half years, two years, one year or even a 
few months. During the past year or more, we have taken 
over large numbers of old personnel to work in government 
institutions. In this entirely new situation, we are required 
to undertake large-scale training work immediately, and 
first of all the training of cadres. The main task will be to 
review our work and correct our style of work of merely en¬ 
forcing orders and, secondly, to correct other mistakes and 
shortcomings. 

Comrades! If our style of work is better, our short¬ 
comings and mistakes will be less and our work better per¬ 
formed. Then we can the better unite with the people through¬ 
out the country and encourage their enthusiasm, further 
strengthen the people, enable our country and people to tide 
over present difficulties more quickly and create a bright 
future. All these are objectives which we set ourselves to 
achieve as we celebrate May Day this year. 

Long live May Day—the great day of unity of the 
labouring people throughout China and throughout the 
world! 
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Long live the unity and co-operation of all nationali¬ 
ties, all democratic classes, ail democratic parties and groups 
and all people’s organisations throughout Chinal 



The Problem of Commodity Prices and the 
Issuance of Government Bonds* 

Chen Yun 

Vice-Premier and Chairman of the Committee of Financial 
and Economic Affairs of the Government Administration 
Council of the Central People’s Government 

The depreciation of the currency and the rise of com¬ 
modity prices since mid-October have caused great losses to 
the people throughout the country, especially to the millions 
in the People’s Liberation Army and the working people who 
live on wages. 

The excessive issuance of paper money, due to the 
enormous deficits in government finance, has been the main 
cause of the present currency depreciation and price in¬ 
creases. 

It is exceedingly encouraging that, on the mainland, 
the remnant Kuomintang troops have been thoroughly routed 
and vast areas have been liberated. But the victory has been 
accompanied by an enormous increase in government ex¬ 
penditure. Military personnel, administrative, government 
and educational workers already number' more than seven 
million, and it is estimated that this figure will increase next 
year. Government revenues this year, however, fall far short 

* A report delivered on December 2, 1949 at the fourth meeting of 
the Central People’s Government Council of the People’s Kepublic 
of China. 





of the necessary expenditures. The old Liberated Areas, which 
have undergone a long period of war, are so far still supply¬ 
ing both the array at the front and the newly liberated cities 
with large quantities of foodstuffs and other material re¬ 
sources. Only a small part of the newly Liberated Areas have 
begun to collect the grain tax. It will take a period of time 
to restore the interflow of goods between the cities and the 
countryside in the newly Liberated Areas where the war has 
just come to an end, bandits have not been completely wiped 
out and railways are terribly out of repair. Therefore, the 
revenues in the cities are very insufficient. This has led 
to the great discrepancy between government revenue and 
expenditure. And, in order to cover the deficits, we have to 
resort, for the time being, to the issuance of paper money. 
This is the basic cause of currency depreciation and soaring 
prices. 

It should be said that, owing to lack of experience, there 
were also defects in the work of those in charge of financial 
and economic matters. For example, although it was difficult 
to prevent the rise of commodity prices, efforts could have 
been made to see that the price-rise was gradual and to pre¬ 
vent the prices from soaring abruptly in a few days. In 
the Peking-Tientsin area we should have increased the 
store of foodstuffs and stepped up their transport in order 
to prevent speculation by unscrupulous merchants and avoid 
panic, in those few days, among the urban population on 
the question of food. 

The present year has only another month to run and 
then it will be 1950. What will happen to government 
finance in the coming year? Is it going to take a turn for 
the better? This is a question which concerns all of us. The 
Committee of Financial and Economic Affairs has already 
submitted a draft budget for 1950, about which Comrade Po 
Yi-po is going to talk. Some alterations are bound to take 
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place in the income and expenditure listed in the budget, in 
view of the fact that we are still in a state of war when some 
areas have been just liberated and others are awaiting 
liberation. But, generally speaking, the condition of govern¬ 
ment finance will be much better than this year although 
there are still great deficits. The question confronting us is 
this: Are we going to cover the deficits by relying solely 
upon the issuance of paper money or are w;e going to look 
for a better way out? 

While the people throughout the country are now happy 
about the victory won by the People’s Liberation Army, they 
also realise the financial difficulties of the People’s Govern¬ 
ment in the course of the war of liberation. However, they 
are looking forward to one thing: That the Government, 
though in difficulty, will find means to stabilise currency and 
prices to some degree. Such expectations are understand¬ 
able, because the people have suffered from inflation for over 
ten years under the reactionary rule of the Japanese, traitors 
and the Kuomintang. In view of these expectations, the 
Government should not confine its financial measures to' 
issuing more paper money. It should look for some other 
way out. 

Therefore, the Government is striving to make some 
adjustment in taxation in order to increase revenue. It has 
decided to practise economy and carry out production in the ‘ 
government organisations and the army. Under the policy 
of economy and production, there will be no in¬ 
crease in the wages of military personnel, administrative, 
government and educational workers who are already leading 
a hard life. Military personnel, government and educational 
workers in the rear should engage in production, if possible, 
in order to be partly self-sufficient in food and vegetables. 
Non-combattant troops should, under feasible conditions. 


S5> 



engage in agricultural and industrial production. All ex¬ 
penditures, if they can be economised, should be cut down. 

However, even with all such measures, the financial 
burden upon the Government still cannot be considerably 
lightened. Moreover, to engage in production for self-suffi¬ 
ciency cannot yield immediate results. Consequently, we 
proposed to the Central People’s Government Council 
that the Central People’s Government should issue gov- 
•ernment bonds. The purchase and redemption of such 
bonds will be based on the parity unit. It is guaranteed 
that the buyers of such bonds will be paid their investment 
plus interest by installments within five years. In view of 
the present economic situation in the country and the difficul¬ 
ties of the people, the total amount of bonds will be limited 
to 200 million units.* The purpose of such bonds is to cover 
part of the financial deficit of the Government. In the present 
difficult economic situation, the purchase of such bonds will 
constitute a burden upon the people. But compared with the 
losses caused by the currency depreciation which would result 
from the issuance of more paper money, such a burden should 
be considered preferable. Drops in the value of the currency 
as a result of currency depreciation represent a complete 
loss forever. The purchase of bonds, though temporarily con¬ 
sidered a burden, is no loss because the buyer will be paid 
his investment plus interest. If price and currency condi¬ 
tions improve in the coming year as a result of the .issuance 
of government bonds which will cover part of the deficit, 
there will not only be benefits to the working people who live 
on wages and to military personnel, administrative, govern¬ 
ment and educational workers, but industry and commerce 
will also be enabled to function properly. Therefore, judg- 

Each unit equals six catties of rice, one and a half catties of wheat 

flour, four feet of flne cloth and sixteen catties of coal. 





'ing from the interest of the entire people, it is better to issue 
ibonds than paper currency. 

I have to inform the members of the Government Coun¬ 
cil of one more point: Although the issuance of government 
bonds will cover part of the financial deficit, the financial 
situation next year will still remain hard, because the bonds 
cannot cover the whole amount. The deficit will still not be 
small. There will be a rapid and considerable increase in 
the government expenditure because the military personnel 
and government workers in the newly Liberated Areas will 
multiply quickly with the rapid victory of the war of libera¬ 
tion. The financial revenue of the newly Liberated Areas 
will, however, only increase slowly and gradually. General¬ 
ly speaking, it takes a period of time to turn the newly 
Liberated Areas into old Liberated Areas. The same is true 
of the financial work in the newly Liberated Areas, where 
there are many difficulties in the way of bringing the finan¬ 
cial revenues to a normal condition to meet the requirements 
of the 1950 budget, especially in view of the fact that many 
-of our personnel in charge of the financial and economic 
affairs still lack experiences. 

The financial difficulties both this year and next year 
-will become the difficulties and burdens of the people. But, 
these are difficulties in the midst of victory and burdens in 
the midst of victory. The burdens can be removed only when 
the entire country has been liberated, when the reactionary 
Kuomintang troops have been completely wiped out and 
•when the war has been concluded. 

It will not be too long before the entire country is 
liberated. Following the liberation of the entire country, 
^ere will still be many difficulties and we will have to 
traverse a tortuous course of economic construction, but 



these will be difficulties of another category. By that time^ 
the economic and financial condition in our State will be- 
improving from year to year. 
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The Draft Budget for 1950* 

Po Yi-po 

Vice-Chairman of the Committee of Financial and Economic 
Affairs of the Government Administration Council 
of the Central People*s Government 

It must be pointed out, first of all, that this draft budget 
is based upon incomplete data and estimates arrived at 
empirically. Hence this budget can only give an outline of 
the picture and indicate basic trends. But many figures 
herein, although only estimates, are not cited without basis. 
They approximate the actual situation, and are comparatively 
reliable. 

Under the heading Budget Expenditures, the following 
items appear with their percentages: 

per cent 


Military expenditure.38.8 

Administrative expenditure.21.4 

Investment in State-owned enterprises.23.9 

Culture, education and public health expenditure . 4.1 

Subsidies to local governments . ..2.3 

Repayment with interest of Government Bonds 

floated in Northeast China.0.1 

Total reserve fund. 9.4 


This report was delivered on December 2, 1949 at the fourth meeting 
of the Central People's Government Council of the People's Repub* 
lie of China. 








Under the heading Budget Revenues, the following 
items appear: 

per cent 


Revenue from grain tax.41.4 

Revenue from other taxes.38.9 

Revenue from, enterprises.17.1 

Revenue from inventory of State warehouses and 

granaries .. 2.4 

Revenue from other sources.0.2 


Total revenue amounts to only 81.3 per cent of total 
expenditure, thus making for a budgetary deficit of 18.7 per 
cent. We have two ways of resolving this deficit: One is by 
issuing Government Bonds, which will make up for 38.4 per 
cent of this deficit. The other is by over-drawing from the 
Bank, i.e., to issue paper currency to cover 61.6 per cent 
of the deficit. 

I shall now give a brief explanation regarding the spirit 
in which this budget was drawn up and the guarantees need¬ 
ed to implement it. 

(A) Ensure the victorious conclusion of the war, gradually 
restore production. 

1. Military expenditure with 38.8 per cent is the big¬ 
gest item in this draft budget. Moreover, items 
under Administrative Expenditure, like locally 
raised funds in support of the warfront and initial 
expenditure for military control in newly Liberated 
Areas, or transportation expenditure which falls 
under the category of financial expenditure, are 
f really in fact expenses for the war. Thus, the main 
object of this draft budget is to guarantee the victor¬ 
ious conclusion of the war. It should be noted that,, 
since we are still embroiled in war, these military- 
appropriations cannot be called large. 
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2, Administrative Expenditure which amounts to 21.4 
per cent of the total national expenditure, goes in 
the main towards the maintenance and miscellane¬ 
ous expenses of government and educational work¬ 
ers. This figure is large because we have to sup¬ 
port not only the present government and educa¬ 
tional workers of the People’s Government, but 
also former ones as well. It is estimated that in 
1950 the Government will have to feed nine million 
military, administrative, government and educa¬ 
tional workers who are not engaged in actual pro¬ 
duction, and who comprise approximately 2 per 
cent of our country’s total population. This means 
each 100 persons have to feed two “public men”. 
This is a very heavy burden on the People’s Govern¬ 
ment, but a burden that cannot be shirked. It is 
the responsibility of the People’s Government to 
provide for all the former army, government and 
educational workers, remould their ideology 
gradually so that they can be absorbed when 
economic construction begins in a year or two. This 
policy has already been decided upon. This is the 
reason why military and administrative expenditure 
together constitute over 60 per cent of the nation’s 
total expenditure in the proposed budget, with the 
principal part going directly and indirectly for 
military and administrative personnel. Even so, 
the pay for individuals is still very low. The living 
standards of the People’s Liberation Army personnel 
have been low for years; these fighters possess the 
traditional spirit of waging their struggle in spite 
of hardships and difficulties. Now victory has been 
adhieved basically throughout the country. It seems 
that the living standards of army and government 



personnel can now be improved. Yet we have to 
ask them to bear hardships for another few years, 
in order to consolidate our victory, in order to ac¬ 
cumulate funds for rehabilitation and for the 
development of production. 

3. Investment in economic construction amounts to 
23.9 per cent of the total national expenditure. This 
is not a very high percentage, but considering that 
the war is still going on, the amount should be con¬ 
sidered satisfactory. In order to guarantee this 
amount, nine million people will have to economise 
on food and clothing, and otherwise be careful with 
every penny. The protracted war has caused serious 
damage to industry, agriculture and the railways. 
In some areas over 50 per cent of our economy 
was destroyed, as compared with pre-war years. 
Besides, there have been so many floods and famines 
in past years that it is no easy task to rehabilitate 
our national economy. For this reason we must, 
no matter how difficult our situation may be, ac¬ 
cumulate sufficient funds systematically and in a 
planned way, so as to be able to restore production. 

4. Expenses for culture, education and public health 
constitute 4.1 per cent of the budget. If expenses 
for personnel in these branches were included, the 
figure would amount to 6 per cent of budgetary ex¬ 
penditure. These appropriations for culture, 
education and public health are still very small. But 
considering that the war is still going on and the 
damage done to our national economy so great, 
this amount should be found acceptable. 

Plan revenue according to expenditure, and spend ac¬ 
cording to the income; draw money scrupulously and 

use it appropriately. 



1 . We shall still have to ask the peasants to share the 
burden. For twelve years, during the War of Resist¬ 
ance to Japanese Aggression and the War of Libera¬ 
tion, the peasants have provided both manpower 
and money, have made the greatest contributions. 
We have to be grateful to them. In the 1950 budget, 
revenue from grain tax still occupies the first place, 
i.e., 41.4 per cent of the nation’s total revenue. The 
tax burden on the average peasant is 19 per cent 
of his total agricultural income, and in the old 
Liberated Areas it is even 21 per cent. Yet, for the 
time being we cannot lighten the peasant’s burden, 
for the sake of winning the war and restoring our 
economy. 

2. We shall call on industrialists and businessmen to 
share the burden. Revenue from various taxes (other 
than tax on agriculture) constitutes 38.9 per cent of 
the total budget revenues, and thus occupies second 
place therein. On the basis of pre-war statistical 
data, the proportion of such revenues should be 
larger than it actually is. However, we cannot ex¬ 
pect an increase for two reasons: (1) the big cities 
were liberated only a short time ago, and the 
economy is therefore not fully recovered; (2) we 
have only small numbers of mostly inexperienced 
personnel in the economic field. A considerable 
portion of the taxes, such as in the case of the salt 
tax, customs duties, commodity tax, business turn¬ 
over tax, and the tax for slaughtering animals is 
borne by the consumers, most of whom are peas¬ 
ants. In order to ensure a more equitable distri¬ 
bution of the tajc burden. Government Bonds will be 
floated mainly in the cities, to be subscribed to by 
industrialists and businessmen. 



3. We shall have lo call on all military, administrative, 
government and educational workers to pledge their 
assistance in collecting the grain tax, in avoiding 
waste, in collecting revenue and preventing tax 
evasions, and in selling Government Bonds success¬ 
fully. We shall have to require the personnel in 
State-owned enterprises to be more precise in their 
calculations, to put a system of cost accounting and 
business accounting into effect, so as to make a 
success of their enterprises, reduce waste and 
ensure income for the enterprises. We must point 
out to the military, administrative, government and 
educational workers that at present difficulties are 
met on the road to victory, .so they need not com¬ 
plain about their hard life. They must learn to do 
things in the order of their respective urgency and 
importance. They must not try to do everything at 
once. It is up to them to ensure that expenditure 
is kept within budgetary limits. 

|(C) To implement this 1950 budget is a task requiring 
serious struggle. People’s governments at all levels 
must make great efforts and take appropriate measures 
to ensure that no revenue item remains uncollected. 
To ensure that expenditure will not exceed budgetary 
limits, personnel at all levels and of every department 
must keep a close check on themselves and make ac¬ 
curate estimates of the work or enterprise under their 
charge. Only after vigorous struggles and after making 
accurate estimates can expenditures be kept within 
budgetary limits. After this draft budget is passed 
by the Central People’s Government, we shall call on 
all military, administrative, government and educa¬ 
tional workers, all democratic parties and elements, 
to wage a vigorous struggle against actions violating; 
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or not implementing, or sabotaging this draft budget 
of the nation. 

(D) As it was said before, to carry through the 1950 budget 
will mean a great struggle. But if the draft budget 
is fully implemented, it goes without saying that it 
will mean a turn for the better; it will mean the 
stabilisation of the people’s livelihood and the develop¬ 
ment of production. The price situation will be much 
more favourable than in 1949. Nevertheless, we shall 
not be entirely free from worries. There are still many 
difficulties ahead—some we can foresee, others will 
beset us unexpectedly. We need to make great efforts ta 
overcome all of them. 



The Financial and Food Situation* 

Chen Yun 


The Financial Situation 

The first question on which I want to report to the Central 
People’s Government Council is the financial situation. 

The nation’s financial situation has taken a turn for -the 
better during the four months since the 1950 Budgetary 
Estimates were passed by the fourth session of the. Central 
People’s Government Council on December 2 last year. Over 
70 per cent of the autumn public grain is already stored in the 
granaries. With the exception of the Southwest area, 
where because of its more recent liberation public 
grain is still being collected, all areas of China have 
•collected most of the public grain. Revenue from taxa¬ 
tion is gradually increasing in the areas liberated early 
last year. Up to the present time payment has been 
received for 72 per cent of the first issue of the Government 
Bonds. Personnel lists covering public functionaries and 
teachers in government-supported schools are at present 
being drawn up. The total personnel in the government 
administration, public institutions and Army has not exceed- 
■ed the number stipulated in the Budgetary Estimates. More¬ 
over, the present number can be further reduced. 


*^niis report was made to the Central People’s Government Council 
on April 13, 1950. 
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During the past four months many special conferences 
have been held by the financial and economic departments 
of the Central People’s Government and the 1950 financial 
and operational plans have been worked out in further detail. 
During these four months part of the State revenue has been 
collected. Because of the liberation of the Southwest area, 
revenue from taxation will be higher than as given in the 
Budgetary Estimates adopted last December. Estimates of 
the expenditures are now more accurate than at the time 
the Budgetary Estimates were passed. Although a deficit 
between revenue and expenditure still exists, it is a two-fifths 
less than that allowed for in the 1950 Budgetary Estimates. 
As January and February of this year formed a period of 
preparation for the unified management of the nation’s 
finance and economy, so the financial deficit for that period 
was still not small. However, beginning from March of this 
year, the deficit will become smaller during the following 
ten months and a balance may be nearly reached for the 
whole year’s period. 

If the revenue from taxation and Government Bonds is 
collected according to plan, if the portion of the public grain 
set aside for sale and the products of the State-owned enter¬ 
prises can be sold according to schedule and the money then 
recalled, if there is no important change in revenue and 
expenditure, then the amount of the bank-notp issue requir¬ 
ed to make up the budgetary deficit will be reduced to a 
minimum. The financial and price situation throughout the 
country wili then begin to take a turn for the better. 

The people of our .country have suffered enough from 
inflation. If inflation can be checked, and currency and 
prices can thus be stabilised, it ..will conform to the hopes 
of the people and the economic needs of the State. It is, 
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therefore, the responsibility of the Central People’s Govern¬ 
ment to strive to bring this about. 

Even before the final conclusion of the war, the State’s 
revenue and expenditure are approaching a balance. For this, 
we must thank the People’s Liberation Army which heroical¬ 
ly and swiftly liberated China’s mainland. We must also 
thank the Army and Government personnel, public func¬ 
tionaries and teachers who work strenuously and lead 
a hard life. We must especially thank the people throughout 
the country who enthusiastically deliver their grain, pay their, 
taxes and buy Government Bonds. But for these concerted ef¬ 
forts it would have been impossible for our revenue and ex¬ 
penditure to approach a balance or for currency and prices to 
become relatively stable. Therefore we hope that the people 
throughout the country and all Army and Government per¬ 
sonnel, public functionaries and teachers will con¬ 
tinue their concerted efforts, overcome all difficulties and 
achieve a further improvement in the financial, economic and 
price situation which we all hope for. It should be pointed 
out that this aim is not visionary. It can be fully realised 
if the people throughout the country and the Government 
jointly exert all their efforts. The chief reason is that, in 
accordance with the plan we are carrying out, revenue and 
expenditure in public finance are already approaching a 
balance. This is a basic difference as compared with last 
year’s situation. 

Last year, the financial situation and commodity prices 
underwent four big fluctuations. Certain fluctuations also 
occurred ip January and February this year. This was 
Because the Stajte’s financial deficit constituted two-thirds of 
last year’s expenditure. 

During the interim periods between the price fluctua¬ 
tions, there were times when currency and commodity prices 



were comparatively stable. But such stability was transi¬ 
tory. It was not the result of any reduction in the deficit. 

On the contrary, owing to the monthly increase in mili¬ 
tary and Government expenditure, the deficit also increased 
month by month, bringing about instability in currency and 
commodity prices. The temporary stability which occurred 
last year may be attributed to the expansion of China’s 
liberated areas, which enlarged the region in which the peo¬ 
ple’s currency circulated, or to the fact that certain seasonal 
commodities came on the market. Since temporary stability 
was brought about by these conditions and not by a balance 
in the State’s revenue and expenditure, subsequent fluctua¬ 
tions were unavoidable. 

The present situation is different. Revenue and expendi¬ 
ture are nearly balanced, the deficit is reduced to a minimum, 
and the Government has made the necessary preparations 
to keep certain main commodities on hand so as to regulate 
Army and civilian supplies and market prices. 

If in the future a small amount of additional currency 
should have to be issued each month the main purpose will 
not be to cover a deficit. This situation is basically different 
from that of last year. 

The people throughout the country, including industria¬ 
lists and merchants, have experienced inflation throughout 
the past twelve years. They could not but adapt their ways 
of living and doing business to such conditions of the past. 
But it must be realised that conditions are beginning to 
change. The change from the stable financial and price situa¬ 
tion of the pre-war days* to the subsequent inflation of 
the past twelve years caused profound losses and untold 
suffering to the people and to honest industrialists and mer¬ 
chants. 

* Time before the outbreak of the War of Resistance to Japanese 
Aggression in 1937. 
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We should also realise that the current transition from 
a prolonged period of fluctuating currency and commodity 
prices to a period of stability presents certain difficulties. 
This is especially true because after twelve years of war the 
purchasing power of the people has fallen sharply, and some 
of the industrial and commercial enterprises have long 
engaged in speculation. 

Therefore, we hope that industrialists and merchants 
throughout the country will become aware of this change 
and make the necessary preparations to overcome the difficul¬ 
ties arising out of it. We hope that they will strive jointly 
with the Government to improve the situation. We also hope 
that those who lived by speculation during the inflation 
period will change their former behaviour and turn to lawful 
business, so as not to go against the country’s as well as 
their own interests. 

It should be noted that our difficulties have arisen out 
of a change from bad to good; therefore the difficulties can 
only be temporary. A continued fall in prices would not be 
beneficial to the national economy either, and the Govern¬ 
ment would take appropriate steps to stabilise prices if the 
decline continues. 

To readjust revenue and expenditure and to reduce the 
deficit is only a part of the work of public finance. There 
are a number of defects in our work which need correction. 
In our financial and economic work many important pro¬ 
blems still remain to be solved. For instance, inequities in 
collecting public grain should be corrected. The present tax 
regulations should be re-examined in the light of actual condi¬ 
tion!^ and unsuitable regulations should be amended. The 
allocation of taxation and Government Bond subscriptions 
should be reasonable and appropriate. Faulty styles of work 
among cert^iin personnel in collecting taxes should be cor- 
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reeled. Tax collectors should receive training; corruption, 
embezzlement and tax evasion should be prevented. 

Relations between State-owned and private enterprises 
should be readjusted to ensure that the principle of “taking 
into account both public and private interests” will be em¬ 
bodied in practical policies and concrete measures. Labour- 
capital relations in private enterprises should be further 
improved. The management of public enterprises should 
also be improved. The planning of production and operations 
in public and private enterprises should be promoted and lack 
of planning in business activities reduced. 

Therefore, the Committee of Financial and Economic 
Affairs’** of the Government Administration Council will in 
the forthcoming months call a number of conferences to 
formulate certain essential decrees and orders and to focus 
the work on readjusting industry and commerce. During 
the six months after the establishment of the Central People’s 
Government, the Committee of Financial and Economic 
Affairs concentrated its efforts on public finance. This was 
perfectly necessary. As a result, the objectives of balancing 
revenue and expenditure and of stabilising prices were 
achieved. Henceforward, the work in the next few months 
will centre on the readjustment of industry and commerce 
so as to make certain possible and necessary achievements, 
besides carrying on the present correct policies in our finan¬ 
cial work and correcting such deviations as have occurred. 

= • This committee directs the work of the First Ministry of Machine 
Industry, the Second Ministry of Machine Industry and the Ministries 
of Finance; Foreign Trade; Commerce; Heavy Industry; Fuel Indiis- 
try; Textile Industry; Food; Light Industry; Railways; BuUding Con¬ 
struction; Posts and Tele-Communications; Communications; Agri¬ 
culture; Forestry; Water Conservancy; Geological Survey; Labour; 
and the People's Bank, and the Customs Administration. 



Last Year’s Natural Calamities; This Year’s Preparatory 
Work in Regard to Food and Relief 

The second question on which I want to report to the 
Central People’s Government Council is the situation arising 
from the natural calamities of last year and our preparatory 
work in regard to food and relief this year. 

Serious calamities occurred last year in many places. 
The gravity of these calamities was fundamentally due to 
the continual destruction caused by the aggressive war of 
Japanese imperialism and the counter-revolutionary war of 
the Kuomintang reactionaries backed by American imperi¬ 
alism. It was due to the continual destruction of our produc¬ 
tion and water conservancy works by imperialism and 'the 
Kuomintang reactionaries. 

But, considering the country as a whole, last year’s 
harvest was not bad. With the exception of a few cases 
of drought, most of last year’s disasters were cases of floods. 
Quite a number of places in northern Anhwei, northern 
Kiangsu, and Shantung provinces in East China, and Hopei 
and Pingyuan provinces in North China suffered serious 
calamities. Certain places in Central, Southwest, Northeast 
and Northwest China were also affected. But on the whole 
last year’s harvest came equal to that of an ordinary year. 
Some provinces had more than an ordinary year’s harvest, 
and some provinces a little less but not far below normal. 

Not even in the provinces with seriously affected areas 
were the whole areas devastated, but different sectors were 
affected in varying degrees. However, it must be said that 
last year’s calamities were very serious. The natural calami¬ 
ties affected to a greater or lesser degree 121,560,000. mou 
of farmland with a population of 40,000,000 people. The 
larger and more seriously affected areas amount to 
28,000,000 mpu and 7,000,000 seriously affected people were 



in need of urgent relief. Since the beginning of winter, the 
Central People’s Government and local governments at all 
levels have been employing all kinds of means to relieve 
these people and help them overcome their difficulties. 

The two questions now are: (1) As a result of last year’s 
calamities, is this year’s nation-wide grain supply insufficient? 
Will there be any great difficulties? (2) Can the calamity- 
affected people survive the spring period, of food shortage this 
year? 

Last year’s calamities were very serious, but, if com¬ 
pared with 1931 when the entire country suffered from heavy 
floods, they can be said to be comparatively light. According 
to the 1932 report of the flood relief committee of the bogus 
^‘National Government” 157JB50,000 mou of farmland were 
devastated in eight provinces of China in 1931. They were; 
41,780,000 mou in Kiangsu, 32,820,000 mou in Anhwei, 
17,280,000 mou in Hupeh, 10,790,000 mou in Hunan, 
29,300,000 mou in Honan, 17,160,000 mou in Shantung, 
5,470,000 mou in Kiangsi, 3,250,000 mou in Chekiang. The 
total number of people affected was 52,710,000. 

In other words, the devastated farmland in 1949 was 
36,290,000 mou less than that of 1931 and the number of 
people affected was over 12,000,000 less. This means that 
the 36,290,000 mou of land unaffected by calamity produced 
grain in 1949, which was not the case in 1931. In calculating 
the size of that yield, we must take into account the fact 
that the average post-war yield was lower than that of pre-s; 
war 1931, but still the average harvest would not be less than 
200 catties* per mou. Thus in view of the smaller area of 
devastation, the yield was 7,200,000,000 catties, or 3,600,000 
tons, above that of 1931. 

*2 catties equal 1 kilogram. 
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Let us look at the grain supply after the 1931 floods 
and compare it with the preparatory work in this matter 
carried out this year by the Central People’s Government. 
In 1932, the year after the floods, a total of 2,240,000 tons 
of grain were imported, including grain transported from 
Northeast China. After the importation of this amount 
of grain and the readjustment of grain supply, the 
food shortage was overcome, 'but in many provinces there 
developed the phenomenon of peasants being adversely 
affected by the fall in grain prices. The figures of grain 
imported should be regarded as important reference material 
for calculating the grain supply this year after the 1949 
floods. 

Our preparations this year include sending 1,030,000 
tons of grain from Northeast China to areas south of the 
Great Wall and moving another 200,000 tons from Szechwan 
Province. Because traffic has been resumed on the Che- 
kiang-Kiangsi and Canton-Hankow Railways, about 300,000 
tons of grain can be moved from districts along these rail¬ 
ways, whereas in 1932 traffic was not operating on those 
lines and grain could not be shipped. If necessary, more 
grain can be transported from Northeast China to places 
south of the Great Wall. At the same time we are also 
prepared to import some foreign grain, if necessary. The 
sum of the three above-mentioned items already approaches 
the amount of grain imported in 1932. If the Northeast 
transports more grain to areas south of the Great Wall and 
the import of foreign grain meets with no obstacle, the differ¬ 
ence between the two will be even less. This is the com¬ 
parison with respect to food reserves. 

If we also take into account the fact that the area of 
devastated land was 36,290,000 mou less than that of 1931, 
which results in 3,600,000 tons-more of grain harvest, then 
the food supply this year will not be worse than in 1932. 
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It should be noted that after twelve, years of war, the pro¬ 
ductivity of land throughout the country has decreased and 
the grain stocks held by the people have likewise become 
smaller than in 1932. But another fact should also be noted, 
namely, that because of the twelve years of inflation, most of 
the urban population had bought and stored certain amounts 
of grain in order to reduce losses from currency inflation. Iq 
addition, with regard to the consumption of food, because of 
the poverty brought about by prolonged warfare, there is 
elasticity in people’s food consumption. In times of high 
grain prices people generally eat coarser cereals and cook 
them with more water. 

In order to ensure the people’s food supply through¬ 
out the country the Government is transporting and reshuf¬ 
fling grain. On the one hand, considerable quantities of 
public grain are transported to the communication lines by 
every possible means from places with surplus grain but 
poor communications. On the other hand, in order to rein¬ 
force the grain supplies of the devastated areas and big 
cities, grain is being transported from provinces where last 
year’s harvest was good and where there is usually surplus 
grain for transport to other regions. . However, no more 
grain is being removed from these areas than in previous 
years. 

The cost of moving the grain is high. In many places 
transportation charges exceed the price of grain. On the 
average, the cost of transporting the grain is equal to its 
price. Although the cost of transportation is high, the trans¬ 
port charges have gone to the affected people and the surplus 
labour force in the rural areas. 

Such grain shipments are necessary for the country as 
a whole and they also benefit the peasants in areas with 
surplus grain. If public grain were not transported to the 





devastated areas and big cities, but were sold in surplus 
areas in competition with the peasants’ grain, prices would 
fall sharply, causing losses to the peasants. Furthermore, 
when there are grain shortages in the big cities, the costs 
of industrial goods will increase. This will not only create 
difficulties for the urban people, but also cause distress 
among the peasants in surplus grain areas who must 
exchange low-priced grain for high-priced industrial goods. 

The aim of the Government in grain reshuffling is to 
transfer it from out-of-the-way areas to communication lines 
where it can readily be transported to meet any require¬ 
ment. Only by such strategic readjustments can we supply 
the food needs of the whole country. 

Big maritime cities such as Shanghai, Tientsin and 
Canton have long been dependent on imported foreign grain. 
This year they will be supplied with domestic grain. Many 
people are worried lest grain shortages should develop in 
the big cities as a result of the coastal blockade. It is our 
view that with the exception of certain individual ports, now 
temporarily blockaded, which may experience temporary 
food shortages this year because of exceptionally poor inland 
communication facilities, all the big cities sucbj^as Peking, 
Tientsin, Shanghai, Canton, Wuhan and Nanking and other 
large centres in the various provinces will receive their 
necessary food supplies. 

The amount of public grain alone to be sold on the 
market this year (including grain to be delivered after the 
wheat harvest but not including figures for Northeast China)| 
totals 4,500,000 tons. The total ur^an population in China 
does not exceed 90,000,000. These 4,500,0(X) tons can sup¬ 
ply one-third of this total urban population with food for a 
whole year. It is unprecedented in the history of China for 
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the State to move such huge quantities of grain into the 
cities. 

There are 12,000,000 mpu of devastated land in Liaosi 
and Jehol provinces in Northeast China, affecting 2,600,000 
people, and the Northeast People’s Government is now 
carrying on relief work in these regions. 

The Central People’s Government has, this year, made 
the following allocations for various relief measures in 
affected areas south of the Great Wall: 


Direct relief grain. 170,200 tons. 

Grain payment for water conserv¬ 
ancy work-relief projects . . 172,820 „ 

Grain loans for agricultural pro¬ 
duction . 47,400 „ 

Grain invested as capital in co¬ 
operatives . 60,000 „ 

Grain payment for those taking 

part in transport work . . . 100,000 „ 

Grain payment for cloth manufac¬ 
tured by inhabitants of de¬ 
vastated areas. 63,175 „ 

Coarse grain loans for peasants to 

be repaid after wheat harvest 72,500 „ 

Relief grain allocated by local 

governments. 80,000 „ 


The above eight items total 766,095 tons. If necessary, 
this amount can even be increased according to circumstances. 

Let us look at the “Economic Year Book of China’’ and 
see how much flood-relief grain was distributed in 1932. 
According to the report of the flood-relief committee of the 
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bogus “National Government” of that time, the following 
amounts were spent: 


Relief grain. 160,200 tons. 

Grain for work-relief projects . . 300,000 „ 

Agricultural loans and seeds . . 50,000 „ 


Total. 510,200 tons. 


Of this amount, at least 150,000 tons did not reach the 
devastated areas, the same source revealed. 

According to the earlier-mentioned data, the population 
in the affected areas this year is over 12,000,000 less than 
that of 1932. However, relief grain allocations are 255,800 tons 
more than in 1932 and the affected areas will get all of this 
grain. Furthermore, under the reactionary Kuomintang rule, 
corruption and embezzlement were commonplace in relief 
work, whereas the People’s Government never allows cor¬ 
ruption among relief work personnel. 

Our method of relieving the inhabitants in affected areas 
is to organise the inhabitants for the sake of production to 
enable them to help themselves. The relief grain allocated by 
the Government is used to help the inhabitants of the affected 
areas engage in various types of production. It is not dis¬ 
tributed simply as relief, without mobilising the people for 
production. 

If we do our work well and do it energetically, it wilt 
be fully possible to help the inhabitants in the affected areas 
overcome any possible food shortage in the coming spring. 

The inhabitants of the affected areas are in distress and 
the people in general also have a hard life. This is the result of 
more than a century of imperialist aggression in China and 





■ the long reactionary rule of the Kuomintang. Precisely be¬ 
cause of this, the people throughout the country, after having 
defeated Japanese imperialism, were determined to overthrow 
the reactionary Kuomintang rule swiftly and establish their 
own People’s Government. The victory of the People’s Libera¬ 
tion War and the formation of the Central People’s Govern¬ 
ment and the people’s governments at various levels have 
created the prerequisites for reconstructing the national 
economy. The people throughout the country understand tj^is 
and are working with the Government in a concerted effort 
to eliminate the enemy remnants, to rehabilitate the economy 
and to overcome all difficulties. 

The imperialists are rejoicing at others’ misfortunes. 
The handful of reactionaries in island exile are also dreaming 
of a so-called food crisis on the mainland. Let them dream. 
Rain has been reported in Northeast China, North China and 
in Honan and Shantung provinces (with the exception of 
Kiaotung Peninsula in Shantung) and the wheat harvest is 
promising. The peasants throughout the country are starting 
spring sowing. Those who rejoice at our distress and hope 
that we shall have a food crisis are doomed to disappoint¬ 
ment. Contrary to their expectations, we shall not only 
overcome all our calamities but, moreover, we shall stabilise 
grain prices for the first time in years. 
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The Economic Situation and Problems 
Concerning Readjustment of Industry, 
Commerce and Taxation* 

Chen Yun 


Members and Comrades: 

Eight months have gone by since the Central People’s 
Government was established. During this period the Gov¬ 
ernment Administration Council and the Committee of Finan¬ 
cial and Economic Affairs have done some work in the econo¬ 
mic and financial field. Some aspects of our work affect the 
entire country and the broad masses. These are the unifica¬ 
tion of management and leadership of the financial and econo¬ 
mic work of the State; the collection of public grain and taxes 
and the issue of Government bonds to balance revenue and 
expenditure in public finance; the stabilisation of currency and 
prices; the taking over of State-owned industrial, commercial 
and financial enterprises from the old regime and their reor¬ 
ganisation and beginning of rehabilitation; investment in 
transport, water conservancy, agriculture and certain indus¬ 
tries; the readjustment of the relations between public and 
private e(jpnomy and between labour and capital; the re¬ 
shuffling of food supplies to the big cities; the allocation of 
grain and money to relieve the population in devastated areas 
and the unemployed workers. 

Thia report was made to the Second Session ot the First National 
Committee Ot the Chinese People’s Political Consultative Contermice 
on June 15. 1950. 



Some of our work has shown marked achievements, while 
some is just beginning to show results. These achievements 
have been brought about with the support, assistance and 
strenuous efforts of the broad masses of the people, govern¬ 
ment personnel at all levels and democratic personages of 
all circles throughout the country. 

Defects exist in all our work and mistakes have been 
made in some aspects. These have arisen mostly from lack 
of proper understanding of the situation and lack of experi¬ 
ence, and they are being corrected. Our tasks for the future 
are: To maintain and to broaden the scope of our successes 
and achievements, consolidate them, summarise our experi¬ 
ences and analyse the situation, educate our cadres and carry 
out our work conscientiously and painstakingly so as to fulfil 
step by step the financial and economic tasks set down in 
the Common Programme, to realise the aspirations of the 
people of the entire country and to fight for a fundamental 
turn for the better in the financial and economic situation. 

My report to the second meeting of the National Com¬ 
mittee is on three questions which concern us all: the gen¬ 
eral situation at present on the economic front, readjustment 
of industry and commerce and readjustment of taxation. 

I. The General Situation at Present on the Economic Front 

At the present time, our country’s economic and financial 
situation is at a great historic turning point—a turning point 
in the transformation on a nation-wide scale from a semi- 
colonial, semi-feudal economy into an independent, free, New- 
Democratic economy, from backwardness to progress and 
from adverse conditions to favourable conditions. 

The long years of inflation and commercial speculation 
resulting from the rule of the imperialists and Kuomintang 
reactionaries made for backward, unfavourable conditions. 
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Without changing these adverse conditions we can not 
stabilise our economy and market and lead the productive 
enterprises and commerce of society into normal channels. 
This is a very important starting point for the establishment 
of the New-Democratic economic order and for the reconstruc¬ 
tion of the national "economy. 

We can now say we are beginning to achieve success 
in this respect, though, of course, we should not be in the 
least complacent about it, because our big job is yet to be 
done. Numerous and important tasks still remain on the 
economic front. We still have to remove, step by step, the 
many evils left to the people by the rule of imperialism and 
Kuomintang reaction. Our war wounds still have to be heal¬ 
ed and the people still face numerous difficulties. Moreover, 
we lack experience in such work and we can only accumulate 
experience gradually in the course of the work. 

However, it should be recognised that we have already 
achieved a series of successes. Unified control of economic 
and financial work has been effected, revenue and expenditure 
in public finance are approaching a balance and our cur¬ 
rency and the prices of commodities are becoming stable. 
These measures have undoubtedly been carried out correct¬ 
ly and they indicate that the economic situation in this coun¬ 
try is beginning to take a turn for the better. 

The broadest masses of the people have begnn to see 
and feel for themselves the benefits of stable currency and 
prices. Quite a number of far-sighted and patriotic national 
capitalists are beginning to realise that such stability is bene¬ 
ficial to the future of their enterprises. 

At present, industry and commerce are confronted with 
many difficulties. This is because: First, as a result of 
stable currency and prices, the false purchasing power in our 
society in the past has been brought to light and eliminated. 



That is to say, during the inflationary period of the past ten 
years and more, rather than keep money in their possession, 
people competed with each other in buying and hoarding 
things, not for their own consumption but for the purpose of 
avoiding losses arising from the fall in the value of paper 
money. 

Now the situation has changed. People have not only 
stopped hoarding, but hoarded goods are being unloaded on 
the market. Thus there is a temporary excess of supply over 
demand in certain commodities on the market. Business is 
bad and many industrialists and merchants are experiencing 
difficulties. 

Such a situation will be very short-lived. After the hoard¬ 
ed goods are sold out, supply and demand will return to 
normal. 

Second, certain industrial commodities and a certain 
kind of commerce, which developed under colonial and semi¬ 
colonial economy, have entirely lost their markets because 
of the overthrow of imperialism, feudalism and bureaucratic 
capitalism in China. Many other commodities, too, do 
not meet the requirements of the people. This gives rise to 
the closing down of a certain section of industry and com¬ 
merce, which in turn causes unemployment among a section 
of workers who need to be given relief or to be directed to 
other trades. 

Third, the swollen organisation of many private enter¬ 
prises, their irrational methods of operation, their high costs 
and low profits or even losses, have also given rise to the 
phenomenon that many industrial and commercial enter¬ 
prises are reducing their scale of business or even closing 
down. There must be readjustment in order to find a way 
out for them. 
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Fourth, lack of planning, blind competition among en¬ 
terprises in the same trade and the lack of coordination in 
supply and demand between various places also result, in 
a number of cases, in a falling olT in production, suspension 
of production and closing down of enterprises. Moreover, 
it is clear to all that protracted war and the sharp decline 
in the people’s buying power have brought about a slacken¬ 
ing in industry and commerce. 

All these are our historic legacy. These problems pre¬ 
sent thfmselves sharply now because the semi-colonial and 
semi-feudal economy which has long existed has undergone 
fundamental changes. Although accompanied with some 
sufferings, these changes themselves are not bad. They will 
lead to a new life, to reconstruction, to prosperity and to the 
building up of a healthy New-Democratic economy. 

These changes are the results of the great people’s revo¬ 
lution, which has overthrown the regime of imperialism, feu¬ 
dalism and bureaucratic capitalism and has destroyed its 
economic order. As Chairman Mao Tse-tung puts it, "the 
whole social and economic structure is being reconstructed 
in varying degrees.” Herein lies the origin of the changes 
thi|t ate taking place. True, these changes involve suffer¬ 
ing and difficulty. However, they are sufferings and difficul¬ 
ties arising out of the transition to a new life, to reconstruc¬ 
tion, and to prosperity. Taken as a whole, these sufferings 
and difficulties are of a temporary character. 

Chairman Mao Tse-tung analysed the situation in the 
old and the new Liberated Areas and pointed out that the 
above-mentioned sufferings and difficulties are phenomena 
of the newly Liberated Areas only, while in the old Liberated 
Areas such problems have already, been solved or «re nearing 
a solution. 



Qiainnan Mao Tse-tung set forth three conditions for 
solving these sufferings and difficulties. They are: (1) com¬ 
pletion of land reform; (2) rational readjustment of existing 
industry and commerce; (3) drastic economy in expenditure 
by State organs. 

We can bring about these conditions throughout the 
country in about three years. All pessimistic views on econo¬ 
mic questions are groundless. This is our brief analysis of 
the general situation at present on the economic front in 
China. 

II. Readjustment of Industry and Commerce 

There are many problems involved in the readjustment 
of industry and commerce, including-the readjusting of rela¬ 
tions between publicly-owned and privately-owned industry 
and commerce, between various publicly-owned enterprises, 
between various privately-owned enterprises, between indus¬ 
try and commerce, between our financial enterprise and in¬ 
dustrial and commercial enterprises, between city and coun-' 
tryside, between different areas within the country, relations 
within the various enterprises and relations between imports 
and exports. Here, I am only going to speak in the main on 
some policies and measures of the People’s Governnjent fn 
the readjustment of the relations between public and private 
interests. 

You all know that the People’s Government protects 
national industry and commerce. The Common Programme 
gives recognition to the existence and development of all 
private capitalist economy which is conducive to the nation’s 
welfare and beneficial to the people’s livelihood and which 
does not exercise predominating control over the people’s 
livelihood. 

In industrially backward China, for a long time to come, 
the development of industry by national capitalists anci their 



investments in industry will be progressive in character and 
will be beneficial to the country and to the people. 

Although Chinese commercial capital is over-inflated 
in the big cities, at the same time we know that China is a 
vast country where scattered small-scale production pre¬ 
dominates and the existence of private merchants is, there¬ 
fore, inevitable. The State allows private capital to engage 
in commerce in order to promote the circulation of commodi¬ 
ties. This is also beneficial to both the State and the people. 

The People’s Government protects the interests of all 
capitalists in so far as they advance the nation’s welfare and 
improve the people’s livelihood, but at the same time it 
opposes the disruptive activities of speculators, which are 
detrimental to the nation’s welfare and the people’s liveli¬ 
hood. Of all the components of the social economy. State 
economy is the leading force. All these form our basic start¬ 
ing point in carrying out the various tasks of readjusting 
the relations between public and private economy. 

The basic policy of the People’s Government in regard 
to the relations between public and private economy is stated 
quite clearly and precisely in Article 26 of the Common Pro¬ 
gramme. It reads: “The State shall coordinate and re¬ 
gulate State-owned economy, co-operative economy, the indi¬ 
vidual economy of peasants and handicraftsmen, private cap¬ 
italist economy and State capitalist economy, in sphere of 
operations, supply of raw materials, marketing, labour con¬ 
ditions, technical equipment, policies of public and general 
finance, etc. In this way all components of the social eco¬ 
nomy can, under the leadership of State-owned economy, 
carry out division and co-operation of labour and play their 
respective parts in promoting the development of the social 
economy as a whole. . . 
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From this we can see that what is described as the rela¬ 
tions between public and private interests comprise the rela¬ 
tions between the five components of the social economy. 
Today I will not speak in detail on all the questions concern¬ 
ing these relations. I will only speak on some questions 
that must and can be settled at the present time. 

We believe that the People’s Government should take 
the following steps to achieve harmony in the relations be¬ 
tween public and private interests in order to alleviate the 
difficulties which have arisen during this historic turning 
point in the economy of our country. 

In the Sphere of Industry 

1. Whenever possible the Government and the State- 
owned enterprises will entrust private factories with process¬ 
ing work and place orders with private factories. The Com¬ 
mittee of Financial and Economic Affairs under the Govern¬ 
ment Administration Council will centralise the orders for 
processing work and goods placed by State-owned enter¬ 
prises, government organs and the army. We hope that we 
will be able to allocate these orders to both publicly-owned 
and privately-owned factories once every six months and 
conclude contracts with them in such a way that publicly- 
owned and privately-owned factories can organise their pro¬ 
duction according to plan. 

2. The Government will purchase part of the agricul¬ 
tural produce, and provide facilities for industrial products 
which can be exported though with difficulties at present, 
thereby expanding home and foreign markets for industrial 
goods. 

3. The Government will combine public and private 
resources in organising the turn-over of industrial capital. 
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4. llie Government will call on private enterprise to 
. improve management methods, and the relations between 

labour and capital so as to overcome their business difficulties 
jointly. 

5. In order to readjust the relationship between public 
and private enterprises, the Government is prepared to unify 
and readjust in a planned way the dispersed productive 
enterprises of all government offices, army units and public 
organisations which are outside the sphere of State enter¬ 
prises. It can thus bring them into harmony rather than 
into conflict with private enterprise, handicraft industry and 
the subsidiary occupations of the peasantry. 

6. The Government will periodically inform the coun¬ 
try as to which branches of industry have temporary over¬ 
production or are reaching saturation point, so that the 
people may take warning and minimise the harmful effects 
of lack of planning. 

7. The Government will undertake unemployment relief 
at key points, organising as many as possible of the un¬ 
employed to take part in State and public works projects, 
such as water conservancy, city reconstruction and so on. 

In the Sphere of Commerce 

1. It is provided in the Common Programme that 
“State-owned trading organisations shall assume the 
responsibility of adjusting supply and demand, stabilising 
commodity prices and assisting the people’s co-operatives.” 
This requires the Government to work out suitable price poli¬ 
cies from time to time in accordance with economic condi¬ 
tions—thgt is, to maintain an appropriate difference be¬ 
tween wholesale and retail prices, and between prices in 
various areas. The range of this difference must be such 
as to offer reasonable profits to retail merchants and mer- 



chants in distant places, thus facilitating the flow of trade 
and the recovery and expansion of production. 

2. Retail and department stores operated by State 
trading organisations will be restricted to a number sufficient 
to stabilise prices in the retail market and to prevent specula¬ 
tive merchants from deranging the market. These retail 
stores may only sell six kinds of daily necessities—grain, 
coal, cotton cloth,, edible oils, table salt and kerosene. It 
is the responsibility of State wholesale companies to recall 
currency and to stabilise wholesale prices. 

3. Whether there is a market for agricultural produce 
and whether the agricultural produce can be disposed of 
quickly or slowly is a matter of vital concern for the people’s 
livelihood. At present, purchasing by State trading corpora¬ 
tions is still confined to part of staple agricultural products, 
goods for export and part of the peasants’ important sub¬ 
sidiary products. Co-operatives and private merchants should 
be encouraged to buy the remainder. 

4. Appropriate prices for agricultural produce must 
be maintained to protect the legitimate productive interests 
of the peasantry. But consideration must be given to the 
profits of marketing and transport to provide agricultural 
products wifh a wide market, which is beneficial to the 
peasantry. 

5. In order to speed up the interflow of goodi between 
town and countryside, which will benefit both peasants and 
urban dwellers, the local people’s governments must pro¬ 
vide ample marketing and transport facilities for private 
merchants. Proper consideration must also be given them 
in laying down taxation policies and procedures. 
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In the Sphere of Finance 

It can now be said in this respect that the State bank 
is continuing to assist public and private banks to grant 
loans jointly, and to expand their businesses gradually on 
their present foundations. 

In the Sphere of Organising Industrial and 
Commercial Circles 

In order to readjust the relations between public and 
private enterprises and in order to discuss relevant ques¬ 
tions from time to time, it is appropriate and advisable for 
public and private industrial and commercial enterprises to 
join together to set up trade associations and associations 
of industrialists and businessmen. 

Some of the above-mentioned measures have been put 
into effect while others are about to be carried out. Of 
these, the first measure concerning industry—that the Gov¬ 
ernment and State enterprises entrust private factories with 
processing work and place orders with them—occupies a 
place of considerable importance today both in national 
economy as a whole and in private industry. In regard 
to this measure, we are of the opinion that the following 
two principles must be observed: 

First, when goods are given to private factories to pro¬ 
cess or orders are placed with them, the rates for processing 
or the prices of goods ordered must not be calculated on the 
basis of the high or low technical level of the individual 
factory, but according to the medium standard of the average 
factory under proper management in the same area. 

These standards for processing rates or prices of goods 
must be equally applied to both public and private factories. 
If the processing commissions or orders for certain products 
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are not for the needs of the Government and State enter¬ 
prises themselves, but are placed to keep the private factories 
from suspending production, then, in such circumstances, 
processing fees and prices of goods should generally be 
lower than normal to lighten the burden on the Government 
and State enterprises. But all rates for processing, prices 
of ordered goods and terms of delivery must be agreed upon 
by both parties. Contracts must be voluntarily signed. 

Secondly, all orders for processing and for goods from 
the Government and State enterprises must be handled and 
allocated through the industrial and commercial bureaux of 
the local people’s governments in order to have them pro¬ 
perly distributed among various public and private factories. 
All local associations of industrialists and businessmen, 
trade union councils, trade associations and industrial trade 
unions must offer their assistance and guarantee the fulfil¬ 
ment of these contracts in terms of time, quantity and quality 
in order to see to it that goods are delivered and paid for. 

We believe the above-mentioned measures, if success¬ 
fully enforced, can help industry and commerce throughout 
the country to tide over their present difficulties. In addi¬ 
tion, some people have proposed that the Government work 
out a set of regulations governing investments or a company 
law. We believe that this is necessary and it is now being 
drafted. This is all I wish to say on the question of read¬ 
justing the relationship between the public and private 
economy. 


HI. Readjustment of Taxation 

* « 

After our financial and economic work throughout the 
country was unified in March this year, a new situation arose 
in our national finances in which revenue and expenditure 
approached a balance. As the State budget was nearly 
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balanced during March, April and May, leaving only a small 
deficit, very few new banknotes were issued and, in con¬ 
sequence, currency and prices were stabilised. 

But a number of deviations have occurred in our work. 
These deviations and defects arose in our handling'of taxes 
on agriculture, industry and trade and in the issuing of 
Government Bonds. The people have already expressed their 
dissatisfaction over these deviations and defects and we must 
correct them. For instance, in collecting public grain there 
were cases of over-taxation or under-taxation in different 
areas or among different sections of the population. A rela¬ 
tively common phenomenon was taxes being levied on 
too small a category of taxpayers, some of whom conse¬ 
quently had to bear too heavy a burden. 

In urban tax collection there were similar cases of over¬ 
taxing and under-taxing as well as tax evasion. There were 
also too many kinds of taxes, some of which overlapped, 
while others were not clearly defined. The methods of tax 
assessment and calculation were not unified and many pro¬ 
cedures were wrong. The higher authorities, that is, the 
departments in charge of finance and economy, are mainly 
responsible for these deviations and the blame should not 
be placed on the tax-collecting staff workers. ' 

Generally speaking, the tax collectors of the people's 
government have done their duty. They were ordered to 
collect the entire amount due in order to meet the needs of 
State finances and, without their efforts, it would have been 
impossible to fulfill this difficult task. We should not accuse 
them of ‘lust for distinction’; instead we should praise them 
for their dutifulness. Deviations of course did occur. Cadres 
sent to the newly Liberated Areas from the old Liberated 
Areas were unfamiliar with the place and its people. They 
could not grasp the situation at once and had little experience 
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to fall back upon, and some of them were rather inflexible in 
their working style. The personnel we took over from the 
old regime constituted a majority of our tax collectors. Most 
of them were well-behaved and did their duty, but there were 
some who continued to stick to their old objectionable prac¬ 
tices. There were also a few corrupt and degenerated people. 
All these undesirable phenomena arose mainly because we 
did not re-educate them sufficiently. Once our re-education 
programme is in full swing, subjecting their working style to 
a rectification campaign, these phenomena will soon dis¬ 
appear. 

We have acquired considerable experience from our past 
work on the basis of which we can tackle our taxation work 
successfully. With respect to taxation policy the Common 
Programme stipulates: “The taxation policy of the State shall 
be based on the principle of ensuring supplies for the revolu¬ 
tionary war and giving consideration to the rehabilitation and 
development of production and the requirements of national 
construction. The system of taxation shall be simplified and 
equitable distribution of burden effected." In order to bring 
our taxation work into complete conformity with this stipula¬ 
tion, the People’s Government should systematically adopt the 
following measures: 

Regarding Agricultural Taxation 

1. Taxes are imposed only on the principal agricul¬ 
tural products. We should not collect sundry taxes which 
hinder the development' of agriculture, rural subsidiary 
occupations and livestock breeding. 

2. In order to show consideration for the present econo¬ 
mic situation in the countryside and in order to encourage 
the peasants’ productive enthusiasm, agricultural taxation 
should be appropriately reduced. Taxes must be collected 
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according to fixed rates with no increases or reductions 
allowed. A beginning has already been made in the recently 
announced decision of the Government Administration 
Council on the levy of the summer public grain in newly 
Liberated Areas in 1950. 

3. Agricultural taxation should take normal yields as 
the standard. In order to encourage the peasants’ enthu¬ 
siasm for production, the portion exceeding the normal yield 
as a result of better cultivation on the part of the peasant 
masses must not be taxed. 

4. A reasonable line should be fixed below which 
transactions in rural areas are not taxed. Tax should be 
imposed only on the transactions involving relatively large 
quantities of goods, while small-scale transactions by peas¬ 
ants should not be taxed. 

Regarding Industrial and Commercial Taxation 

1. The policy of taxing industry and daily necessities 
more lightly than commerce and luxuries should be con¬ 
tinued. 

2. Tax collection must not exceed the prescribed rates. 

3. The taxable items must be simplified. Over 200 
taxable itepis will be cut out and more than 200 other taxable 
items wilt' be simplified and consolidated. (For example, 
various kinds of cotton piece goods will be taxed only once 
in the form of a uniform tax on yarn, and various kinds of 
woollen piece goods will be taxed only once in the form of 
a uniform tax on woollen yarn.) Altogether about 500 
taxable items will thus be struck off. 

4. The salt tax is to be reduced for the benefit of the 
broad masses of consumers. 
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5. The methods of tax assessment and calculation must 
be unified, dnd their interpretations should be made uniform 
in accordance with actual conditions. 

6. In view of the uneven industrial and commercial 
development and the lack of a unified accounting system in 
various places, industrial and commercial taxes are collected 
according to fixed rates' in three different ways. The first is 
assessment by the taxpayer himself combined with govern¬ 
ment examination of accounts in those industrial and com¬ 
mercial establishments where accounts are scientifically kept 
so as to provide a basis for accurate assessment. The second 
is, in the absence of the above-mentioned conditions, through 
democratic decision of groups of taxpayers, also on the basis 
of fixed rates. The third is, in case neither examination of 
accounts nor democratic decision is practicable, as is often 
the case in small industries and trades in small towns, the 
collection of fixed amounts at regular intervals. 

7. A tax supervisory committee will be set up in every 
large city comprising representatives of the taxation bureau, 
industry and commerce bureau and associations of industrial¬ 
ists and businessmen with powers to examine questions 
affecting the amount of taxation and penalties. 

Regarding Tax Collection Workers 

The People’s Government must strengthen its work of 
educating the tax collectors so that they may have a correct 
understanding of policy and the necessary knowledge of 
taxation and develop a good style of work; so that all of 
them will strictly abide by policy, co-operate with the 
people and not cause dissatisfaction; and so that they do not 
become bureaucratic or authoritarian and are able to check 
tax evasion. They must do their work with honesty and 
devotion. The People’s Government must get its work done 
effectively in the summer, autumn and winter of this year. 
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These are my views on the three questions, namely, the 
economic situation, the readjustment of industry and com¬ 
merce, and the readjustment of taxation. Whether my views 
are correct or not is a matter for you to examine. 

In the last three months, the Ministry of Labour of the 
Central People’s Government has convened a conference of 
directors of the labour, bureaux of various provinces and 
cities; the Committee of Financial and Economic Affairs of 
the Government Administration Council has convened a 
conference of directors of the bureaux of industry and com¬ 
merce of various big cities; and the Ministry of Finance has 
convened a conference of directors of the taxation bureaux 
of various big cities. At these conferences, questions con¬ 
cerning labour-capital relations, .readjustment of industry 
and commerce and readjustment of taxation were discussed 
in detail. 

These three conferences were attended by representa¬ 
tives of private industry and commerce. Most of what I 
have reported are the conclusions and views held in com¬ 
mon at these conferences, especially the latter two con¬ 
ferences. 

Our State and our people still have many difficulties at 
present. In order to fulfil our tasks successfully in the eco¬ 
nomic and financial field we ask all army and government 
personnel, school teachers, workers and employees to do 
their duty, voluntarily practise economy, strictly cut down 
any expenditure that can be cut down and properly read¬ 
just the distribution of the personnel employed in army and 
government institutions. We also ask all those who are 
ordered to work in new regions to go to their new posts ia 
high spirits so as to minimise waste of manpower and money. 
We ask that a thorough stocktaking be completed and im¬ 
provements be made in the operation of State enterprises by 
all possible means so as to increase State revenue. 
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At the same time we ask all industrial and commercial 
circles throughout the country to pay their taxes promptly 
in accordance with tax regulations and to refrain 
from tax evasion. We ask the trade union councils, asso* 
ciations of industrialists and businessmen, trade associations 
and all workers and employees to assist taxation per¬ 
sonnel in fulfilling the taxation tasks of the State. 

Our object is to rehabilitate and develop the people’s 
economy and, at the same time, to reduce and wipe out the 
deficit in the State budget. We believe that this object can 
be achieved and that boundless prospects will open up for 
our country so long as the Government and the people work 
together. 
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On the Question of Tax Readjustment* 

Po Yi-po 

Members of the Committee, Comrades: 

During the past eight months, the People’s Govern¬ 
ment has done something in matters concerning public 
finance and taxation, ensuring the balance of the national 
receipts and expenditures for 1950. Up to the end of last 
May, in terms of the target of the whole year, 33.45 per cent 
of the customs revenue had been realised as well as 25 per 
cent of the salt tax, 35.45 per cent of the tax on industry 
and trade, excise and local taxes, and 97 per cent of the last 
autumn deliveries of public grain. These achievements, to¬ 
gether with the sale of nearly 90 million shares of the first 
issue of government bonds, have led to great changes in the 
national financial situation. The amount of tax revenue 
derived from the cities has been raised to a par with the value 
of public grain collection in the countryside. A planned 
taxation system is beginning to replace the issue of large 
quantities of paper currency, a measure which was adopted 
under the pressure of circumstances and which was difficult 
to control, and national finance has thus been placed on a 
relatively firm foundation. 

Ever since March this year, a situation has appeared in 
which receipts and expenditures are nearly balanced and the 

* A report delivered on June 15, 1950 at the Second Session ^ the 
First National Committee of the Chinese People’s Political Consulta¬ 
tive Conference. 



commodity prices approach stability. These results should 
be attributed to the supjport of the people throughout the 
country and the efforts of our staff workers in general. 

There fiave been many defects and errors in our taxation 
work. As Vice-Chairman Liu Shao-chi has said: “Not 
every doctor and assistant in our hospital is first-rate, and 
the equipment and medical preparation work are not suf- 
ficent. They have thus not been able to avoid some avoid¬ 
able pain and hardship.” For instance, when we promulgat¬ 
ed the two major taxation laws governing the tax on industry 
and trade and the excise, we failed to announce, at the same 
time, detailed rules for their implementation. As a con¬ 
sequence, the various local tax bureaux differed considerably 
in their interpretation and application of the articles of these 
regulations. 

To form an estimate of the revenue is an indispensable 
part of fiscal management, yet, in the process of execution, 
there were instances where revenue collected differed from 
the estimates. With regard to categories of taxes, taxable 
items, and administrative procedures, a certain simplification 
could have been made so as to reduce the difficulties involved 
in the transfer of commodities and in the payment of tax by 
industrialists and merchants, but such simplification was not 
made in time. The democratic assessment of the tax on 
industry and trade including business tax and income tax, 
on the basis of reports by the taxpayer and public discussion 
is a relatively reasonable measure which has to be adopted 
at a time when conditions are ijot yet ripe for taxation in 
accordance with fixed rates. But, again, in the process of 
assessment, small businessmen and big businessmen jostled 
each other in an attempt to reduce their own burden at the 
expense of the others, and there were even instances of 
inequitable distribution of burdens. 
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It is a fine thing that the tax collectors were active iff 
their work and fulfilled the responsibility entrusted to them 
by the State, but they were sometimes rather rigid in their 
style of work and incurred the dissatisfaction of many tax¬ 
payers. Besides, over 90 per cent of the tax collectors are 
former personnel of the Kuomintang regime, the overwhelm¬ 
ing majority of whom are conscientious workers, but a small 
fraction of whom still carried on their style of work of the 
Kuomintang days and even grafted or accepted bribes. All 
these things are mainly due to our lack of experience and 
lack of educative work. However, if only our higher fiscal 
and economic administrations pay attention to these things,^ 
make timely analyses of the situation, sum up their experi¬ 
ences, establish correct tax rules, tax rates and procedures of 
collection, and educate all tax collectors, the defects and 
errors of the past can surely be corrected to meet the hopes 
of the people. 

For the purpose of readjusting the relations between: 
public and private interests in connection with taxation, a 
conference was held of directors of tax bureaux in various 
Greater Administrative Areas, provinces, and large and 
medium-sized cities, together with representatives of private 
industrialists and merchants, in conformity with the direc¬ 
tive of Chairman Mao Tse-tung. The following readjust¬ 
ments in matters of taxation were decided upon in accordance 
with the second paragraph of Article 40 of the Common Pro¬ 
gramme which stipulates: 

The taxation policy of the State shall be based on^ 
the principle of ensuring supplies for the revolutionary 
war, and giving consideration to the rehabilitation and 
development of production and the requirements of na¬ 
tional construction. The system of taxation shall be 
simplified and equitable distribution of burden effected. 
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Concerning Categories of Taxes, Taxable Items 
and Tax Rates 

1. Categories of taxes: The basic regulations govern¬ 
ing national tax administration issued on January 27 of this 
year listed a total of fourteen taxes, namely: excise, tax on 
industry and trade, salt tax, customs, income tax on salaries 
and wages, income tax on interest, stamp tax, inheritance tax, 
special trade tax on cereals, cotton and cattle, tax on butchery, 
tax on urban land, tax on urban buildings, special consump¬ 
tion tax and tax on license. It was decided not to begin 
the collection of income tax on salaries and wages or the 
inheritance tax for the time being, and to consolidate the 
separate taxes bn urban land and buildings into one. Thus 
the fourteen kinds previously listed have been reduced to 
eleven. 

2. Taxable items: Concerning the excise and the stamp 
tax, the fcrflowing amendments were made: 

(A) Items subject to excise: The tax-free articles in¬ 
clude pottery, lime, native-made bricks and tiles, fountain 
pen parts, clock and watch parts, phonograph parts, auto¬ 
mobile and automobile parts, saltpeter, candles, etc. Parti¬ 
ally tax-free articles include rubber goods, glassware, 
hardware, electrical appliances, bicycle parts, minerals, 
leather, vegetable oil, etc. All tax-free and partially, tax- 
free articles total 387 items. 

Among articles which are to be consolidated with others 
for taxation purposes, cotton fabrics are consolidated with 
cotton yarn, woollen fabrics are consolidated with woollen 
yarn, and some types of paper products are also consolidated. 
Thus, the items are further reduced by 391. Exemption and 
consolidation reduce their numbers by 778 items altc^ether. 
Only 358 of the original 1,136 remain after exemption and 
consolidation. 
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(B) Stamp tax: Some bureaux continue to apply the 
stamp tax regulation of the Kuomintang regime which 
covered 36 items. Others apply the draft regulation govern¬ 
ing stamp tax issued by the Ministry of Finance of the Central 
People’s Government, which included 30 items. The tax con¬ 
ference, on the basis of the draft regulation of the Ministry 
of Finance, reduced this number to 25 by exempting the 
following" items: employees’ and workers’ salary receipts, 
identification and qualification certificates, permits of all 
kinds, transport licenses, marriage certificates, employment 
contracts, journals for the purpose of cross-checking the 
accounts between a head office and its branches, monthly 
statements and copies of accounts for checking purposes, 
cleaners’ aftd dyers’ bills, and depositors’ receipts for interests 
below the minimum taxable amount. 

3. Tax rates 

(A) Business tax: Where the tax is levied on the basis 
of the total receipts from sales the tax rate will remain at 
1 to 3 per cent; where the tax is levied on the basis of the 
total receipts for services rendered the tax rate will remain 
at 1.5 to 6 per cent; where the tax is levied on the basis of 
brokerage, the tax rate will be from 10 to 20 per cent. 

(B) Income tax: The tax rate will remain at 5 to 30 
per cent. But the minimum taxable amount is to be raised 
from 1 million to 3 million yuan, to which the rate of 5 per 
cent will be applicable. The minimum amount subject to the 
highest rate on graduated scale is raised from 30 million to 
100 million yuan, to which the rate of 30 per cent begins 
to apply. In addition, the scale has been increased from 
fourteen to twenty one grades; and, while the number of 
grades is increased, the rate of progression is slackened. 

(C) Tax on temporary commerce: Formerly this tax 
was levied on a progressive basis at the rate of 4 to 6 per 



cent. From now on, it will be reduced to a flat rate of 5 
per cent. 

(D) Excise; Formerly the tax on cigarettes was 
levied ad valorem at the rate of 120 per cent. From now 
on, it will be levied according to four grades, ranging from 
'90 to 120 per cent. Tax rate for distilled spirits will be 
reduced from 120 to 50 per cent, while that for denatured 
alcohol will be reduced from 120 to 30 per cent. Cotton 
yam and cotton fabrics will be consolidated as one group and 
the original rate of 16.4 per cent will be lowered to 15 per 
cent. The same measure will be adopted for woollen yarn 
and woollen fabrics, the rate for which will be reduced from 
30 per cent to 20 per cent. Tax rate for matches will also 
be reduced from 20 per cent to 15 per cent. 

(E) Stamp tax: The practice of collecting stamp tax 
ad valorem will be used as little as possible, while the practice 
of affixing of fixed sums of stamps according to the number 
of documents drawn will be encouraged. For instance, with 
regard to commercial documents, except for invoices on which 
an 0.3 per cent tax will be levied, all vouchers will bear a 
stamp irrespective of the amount involved. 

(F) Income tax on interest: Formerly a tax equal to 
10 per cent of the total amount of interest income was paid 
by depositors with accounts only in the privately-owned banks. 
It is decided that from now on, income tax will be imposed 
on depositors who have opened accounts with both public and 
private banks, and the tax rate will be reduced from 10 to 5 
per cent. 

(G) Special trade tax on cereals, cotton and cattle: 
The scope of this levy has been established to include only 
those markets where transactions are done through brokers. 
All transactions done by public trading stores, co-operatives 
and resident industrial and commercial establishments, and 



transactions concluded elsewhere other than through brokers, 
will be exempted from this tax. 

(H) Taxes on urban land and buildings: Taxes on urban 
land and buildings are incorporated into one category but 
will be levied separately. Formerly the tax on urban build¬ 
ings was levied ad valorem at the rate of 1 to 1.5 per cent 
■and the tax on urban land was levied at the rate of 1.5 to 4 
per cent by the progressive method. It is decided that from 
now on, the tax on urban buildings will be levied at the flat 
rate of 1 per cent and the tax on urban land at the flat rate of 
1.5 per cent. No tax will be imposed on urban buildings 
occupied by State organs, military units and people’s or¬ 
ganisations. 

(I) Special Consumption tax: The minimum amount 
on which the restaurant tax is assessed will be raised from 
10,000 to 50,000 yuan, and the tax on iced refreshments will 
begin at 10,000 yuan instead of 5,000 yuan. As for hotels, 
tax should be imposed only on those rooms which bring in a 
rent of more than 30,000 yuan a day. 

(J) Tax on butchery: Collection of tax on butchery 
in relation to exported meat from Kwangtung Province 
should be continued. No tax on butchery will be imposed on 
animals kept, slaug^itered and consumed by the people, gov¬ 
ernment organs, military units and people’s organisations. 

(K) Tax on the license of vdiicles and ships: The rate 
of this tax will be appropriately lowered. For instance, the 
tax on vehicles not using motors was formerly 24 to 1,000 
catties of millet a year. Now it is reduced to a range of from 
20 to 400 catties of millet. 

(L) Salt tax: A 50 per cent reduction will be made. 

(M) Urban local surtax: This is only permissible on 
public utilities and urban land ^d buildings. No surtax 
shall be added to business tax and income tax. 
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(N) Fine for delayed payment: Formerly a 3 
per cent fine was imposed for each day, but from now ojci the 
rate will be reduced to a range of from 0.5 to 1 per cent. 

Regarding the Methods of Tax Collection, Licenses for 
Excise, Price Appraisai and Tax Assessment, 
and Other Related Problems 

1. The methods of tax collection 

(A) Regarding the collection of the tax on industry and 
trade, three different methods have been simultaneously 
adopted: First, report made by the taxpayer to be verified 
and assessed according to fixed rates; second, report made by 
the taxpayer to be discussed and assessed by a committee in 
a democratic way; and third, the amount assessed and fixed 
for a definite period by the committee through democratic 
public discussions as above. In cases where an industrial or 
commercial establishment has adopted a sound accounting 
system, and its business tax and income tax can therefore be 
assessed according to its account books, the method is report¬ 
ing by the taxpayer himself to be followed by an examination 
of the account books and an assessment of taxes according to 
fixed rates. In cases of industrial or commercial establish¬ 
ments which have not adopted a sound accounting system, the 
method adopted is that their own report is followed by public 
discussions,* during which the tax is fixed in a democratic way 
corresponding to the proper rates that should be applied, 
neither higher nor lower. Before the public discussions are 
held, the various trades are placed in the higher, middle, 
or lower brackets according to their respective scales of 
operation, and the business establishments in each bracket 
are further divided into three grades on a similar basis. 
Then a certain percentage of typical business establishments, 
chosen from each trade, are made the subject of investigations, 
so that the standard turnover and income is worked out fof 



both the trades and establishments belonging to different 
brackets in each trade. This must be done before discussion 
meetings for tax assessment can be called by the assessment 
•committees of the various trades or districts. In order to 
■ensure fairness and reasonableness and to make certain that 
taxes be levied according to proper rates, the work of assess¬ 
ment at public discussions is carried out in every case through 
consultation between the industrial and commercial associa¬ 
tion and the tax authorities of the government, which are 
jointly responsible for achieving these aims. If and when 
the industrial and commercial establishments whose tax is 
fixed through democratic discussions come to meet the neces¬ 
sary conditions as a result of unceasing efforts to improve 
their accounting system, they may, with the approval of the 
tax authorities, be placed in the category that makes its own 
tax reports followed by an examination of account books and 
tax assessment according to fixed rates. The method of fixed 
tax payment for a certain period is applicable to the smaller 
industrial and commercial establishments which have no 
formal account books. For them assessment discussions are 
generally held once a year, the amount of their taxes remain¬ 
ing unchanged throughout the year, and taxes being paid 
•every month or every two months. 

Whichever of these three methods is adopted, it is always 
necessary to form estimates of the amount of taxes to be 
assessed according to fixed rates. These estimates, how¬ 
ever, only serve as a reference and the raising or lowering 
of the fixed rates of taxes is not permitted. 

(B) Income tax: Income tax is assessed and collected 
once every half year. At the end of the year, the taxpayer 
•either receives a refund or pays the amount he owes. 

(C) If a major business enterprise and its branches, 
established either locally or at other places, keep one capita! 
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account and do not reckon their profits and losses separately, 
then (1) They pay business tax separately in their respec¬ 
tive places of operation, and (2) All their income tax is 
paid by their head office. If a major establishment and its 
branches keep separate capital accounts and their profits and 
losses are counted separately, then each must pay its own tax 
on industry and trade. Goods transferred between the head 
office and its branches, involving no changes in price, should 
not be considered as transaction and are therefore not subject 
to business tax. 

(D) No business tax is imposed on the purchasing 
agencies set up jointly or separately by industrial or com¬ 
mercial enterprises, provided these agencies sell no goods. 

(E) When any two or more industrial firms, with the 
approval of the competent authorities, set up joint offices, 
either locally or at other places, the following provisions 
are laid down for their treatment: 

No tax on industry and trade shall be imposed on those 
purchasing raw material for use by their own firms. 

No tax on industry and trade shall be imposed on those 
receiving orders and allocating them among their associates. 

A sales tax shall be assessed on those selling the goods 
jointly on the basis of the entire business turnover if the 
selling price, minus the freight cost and other necessary 
expenses, exceeds the factory price, and the rate applicable 
is that for commercial firms; if the price does not exceed the 
factory price, the rate used is that for manufacturers. 

If the joint sales departments make a profit as a result of 
differential receipts from services rendered, then the tax 
rates for the profit will be the same as that for commissions 

(F) State or private firms selling goods as commercial 
agencies shall pay tax according to the commission they 
receive. 
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(G) Salesmen temporarily sent by industrial or com¬ 
mercial firms established in one place to promote sales in 
other places shall pay business tax where they sell the goods. 

• (H) Tax on temporary commerce shall be imposed only 
after the goods are sold, not beforehand. 

2. The problem of licenses for excise 

(A) When taxes are paid on cement, plate glass, 
phonographic records, tungsten, antimony, beer, wheat flour, 
cotton yarn, porcelain, canned goods and beverages, and 
when these eleven kinds of products are allowed to go out 
of the plants, no sub-licenses are needed for sales at 
other places. 

(B) So far as possible, regional licenses are to accom¬ 
pany agricultural, forest and mineral products, including 
tea, bamboo, mineral ores and coal when they are shipped 
out of the specified region, no sub-licenses being necessary. 

3. The question of price appraisal and tax assess¬ 
ment 

(A) The formula of the excise assessment still holds 
good: the average market wholesale price -f- '(1-ftax rate) = 
price for tax assessment. But the provision that the tax be 
assessed according to their factory scheduled prices, and 
which shall not exceed their primary market wholesale prices, 
is to be strictly adhered to. 

(B) Export goods may have their tax refunded, after 
ratification, when conditions become unfavourable for their 
export. 

(C) The time for readjustment of taxes was formerly 
subject to the condition that the price fluctuation must reach 
15 per cent. Since prices are now approaching stability, 
the tax is now to be readjusted when the fluctuation reaches 
10 per cent. 
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4. The re-evaluation of assets of industrial and com¬ 
mercial enterprises and the readjustment of capital are 
scheduled to be carried out at the end of December, 1950. 

5. It has been decided that there should be established 
in various large and medium-sized cities taxation appeal 
committees which are to be jointly organised by the tax 
bureau, the bureau of industry and commerce, the association 
of industrial and commercial circles, and the trade unions, to 
be convened by the tax bureau. The committees are to listen 
to appeals on matters concerning the total amount of tax 
to be levied as well as disputes and penalties. 

The public grain collected last year amounted, on the 
average, to 17 per cent of the total agricultural output, or 
about 20 per cent when the local surtax was taken into 
account. The peasants had spared no efforts to serve the 
country in ensuring supplies for the revolutionary war. Up 
to now, the autumn collection of public grain has been com¬ 
pleted to the extent of 97 per cent of the scheduled plan. It 
should be pointed out that the collection of public grain in 
the newly Liberated Areas last year was completed under 
the most difficult conditions. Because the cadres from the 
old Liberated Areas lacked knowledge about the newly 
Liberated Areas and there were no available data of grain 
collection on hand, they had to use the personnel of the old 
pao and chia system in a great many regions. 

The work of collecting public grain met with both open 
and secret sabotage by bandits and reactionaries organised 
by the Kuomintang. According to incomplete figures, more 
than 3,000 cadres sacrificed their lives in the course of collect¬ 
ing public grain. These comrades did their best and finally 
gave their lives for the country. 

Under such conditions as thus described above, the work 
of collecting public grain last year was not done perfectly. 
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Many defects and mistakes existed. In the first place, we 
failed to draw up a unified regulation for grain collection in 
good time. If such a regulation were drawn up, some of the 
errors could have been avoided. For this the Committee 
of Financial and Economic Affairs of the Government Ad¬ 
ministration Council of the Central People’s Government 
should be responsible. Public grain was collected from too 
small a proportion'of the population, generally less than 80 
per cent of the rural population. The progressive rate was 
too steep. Some landlords paid more than 80 per cent or 
even 100 per cent of their agricultural income. To ensure 
the fulfilment of planned collection, the food organs of various 
levels resorted to additional collections one after another. 

The work of collecting public grain is a matter which 
concerns tens of millions of people. But in a great many 
regions, this work was simply entrusted to the grain-col¬ 
lectors, while the leading cadres did not assume the 
responsibility of handling it personally. Neither in the 
beginning nor during the course of collection was the work 
widely publicised among the masses, to make clear the policy 
and measures of grain collection. In some localities toere 
were cases of detention, beating or haphazard punishment on 
the part of the grain-collectors. All these errors must be 
corrected in furture grain collection work. 

In order to meet the needs of the country and the demand 
of the peasants, the following policies and methods should 
be adopted with regard to the readjustment of tax on agricul¬ 
ture: 


(A) Fixing the tax rate: According to the decision of 
the Government Administration Council concerning the col¬ 
lection of public grain in the summer of 1950, public grain 
should be collected from various strata of peasants In accord¬ 
ance with a graduated rate, taking the household as a unit. 
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The highest rate for the poor peasant should not be over 10 
per cent of "his summer yield; for the middle peasant not 
over 15 per cent; for the rich peasant not over 25 per cent, 
for the landlord not exceeding 50 per cent; and for special 
cases not exceeding 80 per cent. This stipulation is appro¬ 
priate. From now on public grain should be collected in 
exact accordance with the fixed rate.* Collection in excess of, 
or short of, the rate should not be allowed. 

(B) In order to promote the peasants* enthusiasm in 
production, tax in kind should be calculated on the basis 
of the normal annual yield. No tax in kind should be levied 
on any portion of the yield in excess of the normal yield which 
results from hard work and proper management. If the crop 
falls short of the normal yield, due to lack of effort in farming, 
there will be no reduction of the tax in kind. 

(C) In order to collect public grain in a just and rea¬ 
sonable way, the work of investigating and appraising the 
yield of land should be conducted in all places before the 
autumn harvest. In areas where land reform has not begun 
or has not yet been completed, the land should be classified 
into water fields, dry and mountain land according to local 
standards. Each grade is again classified into three sub¬ 
grades: high, medium and low yield. A sample investigation 
should be conducted on a given proportion of land of various 
grades in order to ascertain the normal annual yield of land 
of the respective grades and use it as the basis for the collec¬ 
tion of public grain in the autumn. In areas where land 
reform has been completed, a general investigation should 
be conducted in conjunction with the issuance of land-owner¬ 
ship certificates in order to fix the productivity of the land. 

(D) In collecting public grain this summer, govern¬ 
ment leaders at various levels should go to the countryside 
and take responsibility for mobilising the masses personally. 



They should explain clearly to the masses the policy, regula¬ 
tions and method for the collection of public grain and help 
the government graimcollectors in such a way that they do 
not commit the error of merely enforcing orders and are able 
to collect grain exactly according to rate. Government 
leaders must do the same this autumn when the collection 
of public grain will be wider in scope and larger in amount. 

(E) Unified regulation for tax on agriculture must be 
worked out and put into practice throughout the country. 
This regulation should stipulate the tax rate, method of col¬ 
lection, scope of taxation, standard of assessment, and 
method of appraising productivity. It should also stipulate 
strictly that no surtaxes should be levied by different levels. 
The above regulation should be promulgated prior to the 
collection of public grain this autumn. 

(F) Tax on agriculture should be levied on major crops 
only. The special trade tax on cereals, cotton and cattle in 
the countryside was formerly levied against feudal exploita¬ 
tion by middlemen. Later the tax was unduly extended and 
became harmful to the people. From now on, the tax should 
be limited only to places where business is done through 
middlemen. No special trade tax should be levied if the 
business is not done through middlemen but directly between 
publi<jly-owned trading stores, co-operatives, commercial and 
indu^rial firms and the people. The tax on travelling traders 
should not be levied on farmers who sell their handicrafts 
and agricultural by-products. 

This is my report on the readjustment of taxation. 
Please examine it. 
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Financial and Economic Situation in the 
People's Republic of China During 
the Past Year* 

Chen Yun 

Tremendous changes have taken place in the financial 
and economic situation during the past year. These changes 
were, by and large, for the better. However, owing to the 
fact that leading financial and economic organs were un¬ 
familiar with the financial and economic conditions of the 
country as a whole, and lacked experience, a number of short¬ 
comings and errors occurred in our work. On this first an¬ 
niversary of the founding of the People’s Republic of China, 
a survey of the financial and economic situation of the past 
year should be of help to us in improving our work in the 
future and achieving a fundamental amelioration of the 
finances and economy of our country. 

I. Difficulties During the Last Year 

1949 was the year in which decisive victory in the libera¬ 
tion war was secured, but the financial and economic situa¬ 
tion that year was very difficult. The difficulties were two¬ 
fold: 

First, as a result of imperialist aggression and the pro- 
traded rule of the Kuomintang reactionaries, large quantities 

* An article publiabed in the People’s Dailv, October 1, 1950. 
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of food and cotton necessary to the people’s livelihood had 
always had to be imported from abroad. Water conservancy 
works had been severely damaged and calamities occurred 
every year, those in 1949 proving most serious. For twelve 
years inflation had prevailed and, under the domination of 
bureaucratic capitalists, a speculative market dominated the 
nation’s industry and trade. Currency depreciation and sky¬ 
rocketing prices weighed heavily on the people. Such was 
the “heritage” we were obliged to accept after our victory 
in the liberation war. 

Second, the advance of the revolutionary army on an 
unprecedented scale last year aggravated the financial bur¬ 
den of the Central People’s Government, which had decj^ded 
to support all former Kuomintang troops and personnel who 
laid down their arms, and to adopt a policy of sharing the 
food for three persons between five persons. In addition, 
railways had to be restored and Shanghai, which was under 
blockade, had to be given help. The war had disrupted the 
flow of goods between the city and the countryside. Tax 
revenue was meagre while expenditure was very large; 
hence we were compelled, for a period, to issue paper cur¬ 
rency to make up the tremendous budgetary deficit. As a 
result we solved the immediate problem of carrying on the 
liberation war and rehabilitating key points in our economy, 
but inflation and price fluctuation could not be avoided. 

The imperialists and Kuomintang reactionaries had pre¬ 
dicted that, although the liberation war had been won, China’s 
financial and economic difficulties could not be overcome. 
They therefore bombed and blockaded our cities, and spread 
exaggerated reports about our calamities in order to aggra¬ 
vate our difficulties, ,, * 

But events in the year following the establishment of 
the People’s Republic of China ran entirely counter to their 
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expectations. Under the brilliant leadership of Comrade 
Mao Tse-tung, and relying on the support of all democratic 
strata, democratic parties, popular organisations and the 
entire nation, we drew up correct policies in good time and 
succeeded in overcoming great difficulties within a brief 
period, thus causing the serious financial and economic situa¬ 
tion to turn for the better. 

II. Centralisation of Financial and Economic Work 

With regard to the question of financial and economic 
management, it must be remembered that, at the beginning 
of the liberation war, the Liberated Areas were isolated from 
each other. Hence the method of combining centralised policy 
leadership with independent business management proved 
immensely effective. But with the liberation of the mainland 
the situation changed, necessitating a change in our policy 
as well. For this reason, the first important step taken by 
the Central People's Government regarding finance and 
-economics was to introduce centralised management and 
leadership in national finance and national economy be¬ 
ginning from March, 1950. The Government Adminisfration 
Council of the Central People's Government published Its 
“Decision on the Centralisation of Financial and Economic 
Work” on March 3. The main contents of this decision were: 
(1) to centralise control over national revenue and expendi¬ 
ture, (2) to centralise on a nation-wide basis the utilisation, 
of materials and resources, (3) to centralise on a nation-wide 
basis control over currency. 

Of the above-mentioned measures, the first enables us 
to concentrate the revenue of the Central People’s Qoverh- 
meht which forms the major section of national revenue, to 
meet the chief State expenditure. The second brings together 
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all State-owned materials, such as foodstuffs, cotton yarn and' 
cloth, and industrial equipment, hitherto lying idle in different 
places, and converts them into a source of effective strength. 
The third places under the centralised control and management 
of the People's Bank of China all the funds dispersed among 
the various industrial enterprises, organisations and armies, 
which rightfully belong to the Government. This solves the 
problem of excessive currency in circulation and serves the 
additional purpose of greatly increasing the amount of cash 
at the disposal of the Government. These three measures of 
centralisation have helped equally to avoid the dispersion 
and waste of money and materials and to achieve the ob¬ 
jective of unified utilisation. Their effect in bettering the 
serious financial and economic situation cannot be overesti¬ 
mated. Such centralised control marks a great step forward 
in the history of our country. 

People now say that the Central People’s Government 
is an efficient government. They wonder how such a mea¬ 
sure as centralised control over currency could be put into- 
effect merely by issuing an order. The answer to this ques¬ 
tion is very simple. It is because the Central People’s Govern¬ 
ment is, first and foremost, a government led by the Com¬ 
munist Party which whole-heartedly serves the people.*Under 
the leadership of the Communist Party, such things can and 
should be done. One of the chief reasons for the great fluctua¬ 
tion of prices and depreciation of currency at the great 
expense of the people under the reactionary Kuomintang 
rule was that the bureaucrats, warlords and rich and power¬ 
ful families misappropriated State funds and used them for 
speculation and market manipulation. They accumulated 
personal wealth at the expense of the people. 



Hi. Balance of Revenue and Expenditure .and 
Stabilisation of Currency and Prices 

In order to stabilise currency and prices, we should first 
-of all strive for an approximate balance between revenue 
and expenditure. The key to balancing the national budget 
is economy in expenditure and readjustment of the sources 
of revenue. 

The People’s Government and the People’s Liberation 
Army have pledged themselves to serve the people uncon¬ 
ditionally. Hence, for a certain period of time, cutting down 
expenditure can only mean economising on payrolls for 
educational, government and army personnel. The broad 
masses of People’s Liberation Army fighters and People’s 
Government functionaries are continuing to live frugally on 
low salaries or on the allowance system in order to cut down 
national expenses. This is greatly to their honour. 

National revenue comes mainly from two sources: public 
grain and taxes. The revenue from these two sources is 
roughly equal. In addition. Government Bonds have been 
issued which, although limited in amount, have played a 
considerable part in re-absorbing and controlling currency. 

The collection of public grain was carried out last year 
under unfavourable circumstances. Most of the areas being 
newly liberated, the cadres were unfamiliar with local con¬ 
ditions and time was short. What was more, the responsible 
financial and economic authorities paid insufficient attention 
1o the unified method of grain collection on a national basis. 
As a result, while the collection was largely completed, there 
wrere cases when distribution was unequal or undue pres¬ 
sure was brought to bear. 

In the matta* of taxation, we had even less experieiKe. 
The tax regulations drawn up at the beginning of 1950 show- 
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ed some improvement in unifying tax-collection, but in 
certain ways they did not prove advantageous either to in¬ 
dustry and commerce or to the national treasury. It was only 
after joint amendment by the government and industrial and 
commercial circles that the regulations were recast satis¬ 
factorily. 

Although there were shortcomings in the handling of 
public grain, in taxation and in bond issue, our revenue esti> 
mates were, on the whole, realised because we corrected our 
shortcomings swiftly and had the enthusiastic support of 
the people throughout the country. It was only by making 
the total revenue meet the demands of the 1950 Draft Budget 
that national cash expenditure could be met by taxes instead 
of by the issuance of paper currency. Only when the collection 
of public grain had been successfully completed, could the 
food supply for government and military personnel and big 
cities be ensured. 

As the budget was balanced and the administration of 
finance and economy became centralised, financial stability 
began to prevail throughout the country beginning from last 
March. As a direct consequence, the situation with regard 
to prices underwent a radical change. The disturbing factor 
of soaring prices resulting from currency depreciation has 
ceased to exist. However, this has solved only one aspect 
of the price problem. Prices, which have been fluctuating 
for twelve years, can only be fully stabilised when the pro¬ 
blem of adequate supply has also been solved. This involves 
the guaranteed supply of key commodities to key markets. 
Only then can prices be brought under control. Supplies 
must he sufficient not only to meet regular market demand, 
but also to frustrate any attempt at speculation. The Govern¬ 
ment has exerted great efforts in the spheres of grain, cotton, 
cotton yarn and cotton piece-goods. It has transported grain 
on a scale previously unknown in Chinese history. State- 
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owned trading companies have provided all big cities and 
calamity-stricken areas with huge quantities of grain. We 
can now state with confidence that, barring future errors, 
there will be no recurrence of the unhappy times under the 
reactionary rule of the Kuomintang when grain, cotton yarn 
and cloth led the rise in prices. 

The nature of the home market has undergone a change 
since March, 1950; it has been changed from a market do¬ 
minated by bureaucratic capitalist speculations to the 
detriment of the national economy into a market that is 
basically under the leadership of State-owned economy, de¬ 
voted to serving the livelihood of the people and the re¬ 
storation and development of production. There is not the 
slightest doubt that from now on domination of the home 
market by commercial speculative capital will cease alto¬ 
gether. 

State-owned trade, while assuming the leading role in 
the home market, has also taken the initiative in the field 
of international trade in co-ordination with private importers 
and exporters. Our foreign trade, which was once semi- 
colonial in character, now protects national interests. For¬ 
eign goods which are not necessary to China’s national 
economy are no longer imported. In accordance with the prin¬ 
ciple of protecting instead of exploiting, the peasants, surplus 
farm products and by-products are being exported in the 
largest possible quantities. The century-old phenomenon 
of an unfavourable balance in foreign trade and foreign 
exchange also came to an end in 1950. 

IV. Rehabilitation of Production on a Selective Basis 

Together with the above-mentioned series of measures 
regarding finance, currency and trade, the Central People's 
Government has also carried out a policy of rehabilitation of 
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agricultural and industrial production on a selective basis. 
Special emphasis has been laid on two items in the rehabilita¬ 
tion plan during the past year. One was communications, 
especially railways. The other was water conservancy and 
agriculture. A total of 8,718 kilometres of railways were 
repaired or restored from 1949 to May 1950, constituting 
40.39 per cent of the total national railways in service. The 
whole railway system in our country is now basically 
rehabilitated. In the matter of water conservancy, the over¬ 
all national plan last spring involved the excavation of over 
350,000,000 cubic metres of earthwork. The area planted 
with cotton has exceeded our original plan to raise produc¬ 
tion. There is no doubt that industrialisation is the goal 
of our construction and we are striving after it. How¬ 
ever, the century-old semi-colonial economic system was 
such that modern industry occupied only about 10 per cent 
of our national economy, and that little was in a precarious 
and chaotic state. In order to carry out the rehabilitation 
and development of Chinese industry on a nation-wide scale, 
we first had to create a set of pre-requisites. 

The first was the restoration of communications, es- 
p^ially railways. This served the twofold purpose of meet¬ 
ing the needs of the revolutionary war and facilitating the 
interflow of goods between the cities and the countryside. 
An obstructed communications system would mean the 
paralysis of our urban and rural economy, and any attempt 
at industrial rehabilitation and development would be entire¬ 
ly out of the question. 

The second was the restoration of agriculture, which 
was needed to speedily solve our problems of food and in¬ 
dustrial materials (cotton in particular) and at the same 
time provide a broad market for urban industries. With the 
restoration of agriculture to a certain extent, our b^g cities 
and textile industries need no longer depend on imperialist 
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countries for supplies of foodstuffs and raw materials. For¬ 
eign exchange once used for purchasing foodstuffs and cotton 
(two items that have long topped the list of China’s imports) 
can now be diverted to purchasing machinery and accumulate 
ing capital for industrialisation. At present, however, the 
most important key to the restoration of agriculture, apart 
from the completion of land reform on a nation-wide scale, 
lies in water conservancy. Provided our major rivers can 
he tamed and serve irrigation purposes to some extent, a 
number of additional improvements in agricultural technique 
can effect a complete metamorphosis of our agriculture. As 
a result of the water conservancy work done this year and 
the active campaign launched by various local people’s gov¬ 
ernments against natural calamities, bumper crops have been 
harvested on several million hectares of farmland which had 
been threatened by disaster. Bumper harvests are generally 
reported throughout the country this year, resulting in an 
increase of agricultural yield. Both grain and cotton pro¬ 
duction have exceeded the original targets for increased 
production. We are approaching self-sufficiency in cotton 
and are already completely self-sufficient in foodstuffs. In the 
industrial sphere, the prewar level has been exceeded in cer¬ 
tain areas and sectors. In the Northeast, the total value 
of the more reliably planned industrial production in 1950 
will be 193 per cent of last year’s figure. Such industrial 
achievements are laying the necessary conditions for the 
rehabilitation of our entire industry and for its further de¬ 
velopment in the next three to five years. 

V. Readjustment of Industry and Commerce 

The series of financial and economic measures mention¬ 
ed above has brought about a fundamental reorganisation 
in the national econcany, in the sense that China’s national 
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economy has been diverted away from the road of backward¬ 
ness, semi-colonialism and semi-feudalism to the road of 
progress, New Democracy, independence artd self-reliance. 
This is a historic change. This change has brought about 
temporary though serious difficulties. The basic difficulty 
is that, with the sudden disappearance of the false prosperity 
of an economy based upon inflation and commercial specula¬ 
tion serving imperialism, bureaucratic capitalism and feudal¬ 
ism, a series of social and economic organisations which 
depended on imperialism, feudalism and bureaucratic capital¬ 
ism for their existence and on inflation and commercial 
speculation for their development were abruptly de¬ 
prived of their basis. All of a sudden, commerce and in¬ 
dustry in China became stagnant, many factories were forced 
to close down, and many workers were thrown out of their 
jobs. For a time, such phenomena multiplied—that is to 
say, the weaknesses of the semi-coionial and semi-feudal 
economy of China were fully revealed. As the Government 
set out to recall the currency by collecting taxes and floating 
bonds simultaneously in various cities in the country in the 
spring of 1950, the stagnation of trade became even more 
manifest. Many of our comrades assigned to financial and 
economic work, owing to their lack of experience, failed to 
adopt measures beforehand to mitigate the difficulties that 
might occur; on the contrary, in some places difficulties were 
enhanced. The economic situation remained unchanged until 
last summer. 

By then, the most universal problem in the country 
was this: On the one hand, the financial and economic 
situation had entered a new phase. On the other, there was a 
general need to readjust industry and commerce. That is 
to say, after the semi-colonial and semi-feudal economy has 
been destroyed, industry and commerce must still be readjust¬ 
ed according to the principles of New. Democracy, namely, the 
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principles of the people’s economy as laid down in the Com¬ 
mon Programme. There are three pivotal links in this read¬ 
justment: first, readjustment of the relations between public 
and private enterprises; second, readjustment of the relations 
between iabour and capital; and third, readjustment of the 
relations between production and distribution. 

There are two basic aspects in readjusting the relations 
between public and private enterprises: first, readjusting the 
relations between public and private industry and commerce; 
and second, readjusting the tax burden. 

The essence of readjusting the relations between public 
and private commerce and industry lies in safeguarding the 
leading role of the State economy, while allowing private 
capitalist economy to play its proper role under the leader¬ 
ship of the State economy. The leading position of State 
economy has in the main been ensured, a balance having 
been achieved in the nation’s finances, currency and prices 
having been stabilised, and the State-owned trading enter¬ 
prises having replaced commercial speculation as the leading 
factor. One of the present tasks of the State economy is to 
make private economy “play its proper role.’’ The chief 
means toward this end is to increase the purchasing power 
of the peasants. But It is a proper emergency measure to 
help certain key private industrial enterprises by placing 
orders with them, giving them processing work, etc. In this 
way, they can gear their production to the needs of national 
economy instead of the needs of commercial speculation, and 
derive legitimate profits from this kind of rational production. 

As to private commerce, so long as it does not engage 
in commercial speculation, State-owned trading enterprises 
should provide an outlet for it by setting goods at fair prices 
and making room for it in the market, so that it may assist 
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in circulating goods between the city and the countryside,, 
between China and foreign countries. 

the essence of readjusting the tax burden lies in appro¬ 
priately lightening the burden of the people while safeguard¬ 
ing the financial needs of the nation. In agriculture, the 
rates applied in the newly Liberated Areas of the summer 
and autumn grain deliveries this year have been reduced from. 
17 per cent of the total agricultural income in 1949 to 13 per 
cent. In industry and commerce, the number of commodities 
subjected to taxation has been reduced from 1,136 to 358; 
taxes on profits in industry and commerce are now collected 
according to fixed rates; and the tax on salt has been 
reduced by half. All these measures have yielded good 
results. 

Fundamentally, relations between labour and capital 
have now' been put on the right track. During the past 
year, two deviations occurred; On the one hand, some 
capitalists stubbornly opposed the liberation of the working 
class and denied the workers their necessary democratic 
rights; on the other, some workers made excessive demands 
on the capitalists. Our solution to this problem has been 
based on three fundamental principles: First, the democratic 
rights of the working class must be recognised; second, as 
the development of production is beneficial to national eco¬ 
nomy, both labour and capital serve the people, and hence 
both have merit; third, solutions to problems between labour 
and capital must be obtained by means of consultation, so 
that more consolidated contractual relations may be 
established. 

Finally, there are the relations between production and 
marketing. This is a question of how to overcome anarchy 
in production. Of course, readjustment of the relations be¬ 
tween production and marketing is the most complicated 
problem in the reorganisation of our economy. It is impos- 
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sible to achieve highly planned production for the time being. 
But, as commercial specuiation has basically been brought 
under control, preliminary planning in production (or, plan¬ 
ning in the relative sense) is already possible. It should 
not be impossible to attain, by degrees, a balance between 
production and marketing. 

With the solution of the three problems mentioned above 
and good harvests throughout the country, China’s economic 
situation has been greatly improved. 

VI. Steady Advance 

The changes that have occurred during the past year are 
tremendous. A historic transformation has taken place in 
the people’s economy of China. The changes of the past 
year prove once more the brilliant leadership of Chairman 
Mao Tse-tung at a crucial moment of the nation. Under the 
correct leadership of Chairman Mao Tse-tung, and ensured by 
the great victories of the revolutionary war and the people’s 
rule, the Chinese people have developed their great poten¬ 
tialities in financial and economic work. With unusual 
speed they have passed the first difficult stage in this work, 
and won a favourable turn in the financial and economic 
situation. Here we must point out emphatically that the 
experiences of the Soviet Union have been of great help to 
us and we are deeply grateful for this. To learn from Soviet 
experience with an open mind must be our regular practice 
from now on. 

The lessons of the past year are plentiful. There are two 
main ones. First, it is erroneous to adopt a conservative 
attitude,. under-estimating both the role the people’s rule 
can play in financial and economic work and China’s eco¬ 
nomic potentialities. The facts of the past year prove that 
with a proper estimation of the potentialities of China’s man¬ 
power and resources, and under the protection of the people’s 
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rule, we are able to accomplish great creative tasks- 
Secondly, we must realise that China’s social economy is 
complicated. We are living in an era of the joint dictator¬ 
ship of the four democratic classes under the leadership of 
the working class, an era in which five different kinds of 
economy exist side by side. All measures taken in the finan¬ 
cial and economic fields must be carried out under the leader¬ 
ship of the State-owned economy to facilitate centralised plan¬ 
ning, division and co-ordination of labour and take care of 
both public and private interests. 

The leadership of the State-owned and Socialist economy 
must he firmly maintained while the other four kinds of 
economy, (State-capitalist economy jointly operated by the 
State and private persons, co-operative economy of a semi- 
Socialist character, private capitalist economy and the 
individual economy of the peasants and handicraftsmen) 
must be given a chance to play their proper part. Crude and 
one-sided methods of work which violate these principles 
will get nowhere. We must proceed with our work step by 
step according to Chairman Mao’s directive for steady ad¬ 
vance. 

The general financial and economic situation .'in 1951 is 
expected to be even better than that of 1950. This is because 
we can probably work in a more planned way than we could 
this year. But the threat of a new war provoked by the 
American imperialists is growing every day. We should be 
fully vigilant in this regard. We must strive for the best, 
and be prepared for the worst. In this way we shall be 
in an invincible position and can forge ahead steadily for a 
continuous and radical improvement in our financial and 
economic situation. 
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On Economic and Financial Work* 

Chen Yun 

-Mr. Chairman, Members of the Committee, and Comrades: 

At this Third Session of the First National Committee oi 
the Chinese People’s Political Consultative Conference, I shall 
report on three subjects: the situation in agriculture, In indus¬ 
try and commerce, and in public finance. In these three 
spheres we have made outstanding progress in the 
past year. Thi.s progress has been achieved during a 
period in which the people throughout the country have 
made enormous contributions to the great struggle to resist 
American aggression and aid Korea. This is of great signi¬ 
ficance. It may be seen from this that the struggle to resist 
American aggression and aid Korea does not, as the im¬ 
perialists have vainly hoped, prevent us from restoring anrf 
developing our economy. On the contrary, in the course of 
the struggle our people’s economy has received an impetus 
which has helped to bring about speedy progress. This 
shows the consolidation and superiority of our system of 
people’s democracy, and shows that our country cannot be 
defeated by any enemy. 

I. The Situation In Agriculture 

1 

The general picture of this year’s agriculture is as fol¬ 
lows: All the main grain-producing areas have had ex- 

* A report delivered oa October 25, 1951 at the Third Session of the 
First National Committee of the Chinese People’s Political Constdta- 
tive Conference. 



celient harvests, with the exception of Kiangsi Province 
where the crop is only average. Some places, not the main 
grain-producing areas, suffered from drought or flood. At 
present, autumn harvesting is still going on throughout the 
country; it is as yet difficult to calculate the total national 
grain output, but it is estimated that the output will definite¬ 
ly surpass that of last year. With cotton acreage greatly 
expanded, this year’s cotton crop will surpass the level reach¬ 
ed prior to the outbreak of the War of Resistance to Japanese 
Aggression in 1937 and will create a new historical record 
for cotton growing in China. Tobacco leaf, hemp, tea and 
silk also show a rise in output compared with last year. 

The excellent harvest this year has been won by over¬ 
coming serious natural calamities. Rainfall this year has 
been more uneven than last year. Some places in the north 
have suffered from drought. Northeast China, Shan¬ 
tung and some other places have suffered from flood. 
All told, a total of 56 million tnou* of land have suffered 
either from flood or drought. This is, however, less than the 
1950 total of 70 million mou and very much less than the 1949 
total of 120 million mou which suffered from natural calami¬ 
ties. Although 56 million mou of land suffered from calami¬ 
ties this year and increased production of industrial crops has 
resulted in the relative reduction of grain acreage, our total 
grain output still surpasses that of last year. This is some¬ 
thing very important. But what are the reasons? 

There are three reasons: First, land reform has been 
carried out, rents reduced, deposits refunded, markets found 
for the peasants’ products from various side-occupations, and 
help of all kinds has been given by the Government and the 
•co-operatives. Thus, the peasant is now able to engage in 
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enlarged reproduction; a clear proof is the fact that State 
trading concerns and co-operatives this year have sold much 
more fertilizer than last year. 

Secondly, the Government in the past two years has spent 
huge sums for water conservancy works which are now 
beginning to show results. These have minimised the danger 
of floods and increased the acreage of irrigated land. 

Thirdly, the People’s Government has made great efforts 
to guide the peasants in agricultural production. In the old 
Liberated Areas, 60 to 70 per cent of peasant households have 
joined mutual-aid teams, which have also been growing 
rapidly in the more recently Liberated Areas. This year 
locusts and cotton aphids and stem borers at one time 
menaced an area of over 100 million mou of land. To wipe 
out the pests the People’s Government organised a campaign 
in which the peasants contributed 800 million working days. 
The insects were killed and thus a big disaster was averted. 
This year, over 30 million mou of cotton fields were irrigated 
by water carried by the peasants, and more than 10 million 
mou of cotton fields were saved from flood by drainage. None 
of the previously mentioned three things were ever attempt¬ 
ed by the Kuomintang reactionaries in their 22-year rule of 
China. The People’s Government has however been giving 
guidance to the peasants in gradually carrying out such re¬ 
forms and construction work. It is therefore only natural 
that the people should have supported our Government. 

Apart from their patriotic movement to raise output in 
the current year the peasants, since the Government appealed 
to them last June to sell cotton, have sold great quantities of 
their cotton stocks to the Government in a spirit of patriot¬ 
ism, thus enabling cotton mills all over China to carry on 
their production according to the revised plans. 
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Although this year we have had excellent crops as a 
whole, and an increase in grain production, we must devote 
ourselves next year to leading the peasants in still further 
increasing grain production and at the same time must de¬ 
vote attention to regulating the supply and demand for 
grain. In 1952, the acreage to be put under grain and in¬ 
dustrial crops will be maintained on this year’s level. There 
will definitely be no reduction in the acreage under grain. 
Unplanned expansion of cotton fields will in particular be 
strictly checked. The basic policy of agricultural production 
in 1952 wil be to concentrate all our efforts on raising the 
yield per mou. 

This year in giving leadership to agricultural production 
we have had shortcomings as well as achievements. The 
shortcomings are that while we devoted our attention to the 
prevention of floods, we have not given enough attention to 
the prevention of drought. While cotton acreage was ex¬ 
panded, the provision of chemical insecticides and equipment 
was inadequate. It requires a long period of work to over¬ 
come various kinds of agricultural disasters; nevertheless 
such shortcomings in our work must be corrected in 1952. 

Local governments and the people are paying attention 
to the situation as regards forest fires and the indiscriminate 
felling of trees. They must make continued efforts. This 
year, we have planted a total of over three million mou of 
barren land with trees. In some places we have begun to 
plant such protective forest belts to prevent soil erosion. In 
some places in North China and Shantung Province, initial 
steps have been taken to protect trees in mountainous areas 
and to cultivate young trees. Generally speaking, however, 
such efforts are not yet on a big scale. Through such efforts 
we hope to accumulate experience and pave the way for a 
long-term and large-scale afforestation programme. This 
year we have accomplished much in the prevention of animal 
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plague. State trading concerns continue to buy hides and 
furs at prices favourable to animal breeders. To increase the 
supply of fertilizer peasants will be encouraged to raise more 
domestic animals. 

Fisheries are an important item of production. Fisher¬ 
ies along the coast and inland waters are on the road to 
recovery. But protection is needed for fishermen on the sea 
in some localities where they are still interfered with and 
menaced by Chiang Kai-shek’s bandits. 

II. The Situation in Industry and Commerce 

We have made further progress in restoring China’s 
publicly and privately-owned industries. In iron, steel, coal 
and electricity, taking last year’s production as 100, this 
year’s estimated output will reach the following figures: pig 
iron, 131; steel ingots, 142; finished steel, 178; coal, 118; and 
electricity, 122. 

In light industry, the production of cotton yarn and 
cloth, gunny bags, paper, flour, cigarettes and matches has 
risen. Except for cotton yarn and cloth, the increase of which 
is below 10 per cent because of an insufficient supply of 
cotton, the year’s production of various other items all top 
that of last year by 20 to 35 per cent. The increase in indus¬ 
trial output proves that China’s domestic market has expand¬ 
ed. Three factors have accounted for the increase in indus¬ 
trial output, namely, the increased rata of operation, the 
repair of old equipment or the installation of new equipment, 
and lastly but of the greatest importance, the rise in labour 
productivity and the utilisation rate of existing equipment, 
whkh means that output is increased not by adding’ new 
equ^>ment nor by increasing the rate of (deration in factories 
and plants. It is it^reased as a result of democratic reforms 
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in industrial and mining enterprises which raised the en¬ 
thusiasm of workers, technicians, and staff members for 
more production in the patriotic movement to resist Ameri¬ 
can aggression and aid Korea. 

The movement for increased production among workers 
and staff members is in full swing not only in the State- 
owned factories but also in privately-owned plants. This 
increased production is au important contribution to the 
nation by workers, technicians, and staff members. The 
People’s Government is grateful to them for their patriotic 
zeal. 

There has also been a further recovery in commercial 
spheres as a result of the rise in industrial and agricultural 
production. According to statistics compiled by the Bureau 
of Privafely-owned Enterprises of the Committee of Financial 
and Economic Affairs of the Government Administration 
Council, as many as 28,623 new trading concerns were set up 
from January to June, 1951, as against 7,378 old concerns 
which suspended operations in the six cities of Shanghai, 
Tientsin, Peking, Wuhan, Chungking and Sian, More shops 
opened than closed. This year’s increase in revenue in the 
form of tax on industry and trade and the commodity tax 
is the best proof of the further recovery of industrial and 
commercial enterprises. The interflow of goods between city 
and countryside which has been widely developed by trading 
departments of local people’s governments, co-operatives, 
private enterprises, and public and private transport con¬ 
cerns in all parts of China is an important factor in the re¬ 
storation of commerce. But the progress of various trades is 
not at an even rate. Some are restored rapidly and expand¬ 
ed. Some are restored slowly. Some are declining because 
they do not meet present requirements. This unbalanced' 
state in which recovery, development and decline occur at 
the same time is only normal. It reflects the transformation 
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of the niStional economy from its old path to a new path. 
Such a transformation is necessary and will continue. 

The further restoration of industry and commerce has 
reduced the number of unemployed and increased the num¬ 
ber of employed. According to statistics compiled by the 
Ministry of Labour of the Central People’s Government, the 
number of unemployed and semi-unemployed workers and 
unemployed intellectuals in 29 cities of China totalled 
1,660,000 in June, 1950. It was reduced to 610,000 by the end 
of 1950, and further to 450,000 by the end of July, 1951. The 
unemployed are for the most pari those who are old and phy¬ 
sically weak or unskilled. At present there is a shortage, not 
a surplus, of technicians, skilled workers and intellectuals of 
high school standard and above. To train technicians and 
skilled workers in a planned way has become an urgent task. 
In order to train more skilled workers, we welcome the fact 
that private factories and workshops in certain trades em¬ 
ploy apprentices. But the old practice of factories and work¬ 
shops in dealing with apprentices, such as giving them too 
much or inappropriate work to do, ill-treating them and 
inflicting physical punishment, etc, must be changed. Ap¬ 
prentices' training should be concentrated on vocational 
training, so that the term of their training may be shortened. 
Labour protection laws and regulations should contain 
appropriate provisions especially for the apprentices so that 
they can learn a trade in a specified number of years while 
factories and workshops can employ a large number of 
apprentices. 

In the past year the relations between public and private 
economy showed great improvement as a result of the read¬ 
justment made last year and also because of the gradual 
improvement of the national economy. China is a country 
where five different economic cmnponents co-exist, and conse¬ 
quently the question of the readjustment of the relations be¬ 
lts 



’tween public and private economy not only arose in the 
spring and summer of last year when there were economic 
difficulties, but persists today and will also arise in the future 
when there is a 'period of economic improvement. This ques¬ 
tion should be solved in a timely and rational way whenever 
it arises. For example, the prices paid for certain processing 
work placed by the Government with private factories arc too 
low and should be raised in a timely and reasonable way 
by taking into account the present situation, the legitimate 
profit of the factories, the requirements of the consumers 
and sellers, as well as the principle of keeping the market 
stable. As to certain other government orders, if the amount- 
of raw materials to be supplied by the Government and the 
prices asked of the Government are set too high, they must 
also be properly reduced. Since by joint efforts we were 
able to solve the question of relations between public and 
private economy in the difficult period of last year, we are 
confident that we will find no difficulty in solving the same 
question in the period of economic improvement. The reason 
why we have confidence in solving without difficulty the 
question of the relations between public and private economy 
is that a broad future for the development of public and 
private economy is being unfolded. China now has its 
Customs under its own control. Imperialism can no longer 
carry out economic aggression against us as it did in the 
past. Land reform will be completed throughout the country 
in 1952, with the exception of areas inhabited by national 
minorities. The rural market is growing wider and wider. 
Investments in national construction will increase year after 
year. All this will enable China’s economy to march step 
by step along the road of unprecedented prosperity. In such 
an economic situation, not only will public and private indus¬ 
tries be able to develop fully, but also public, co-operative and 
private commerce as a result of the development of industrial 
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and agricultural production. Therefore, all economic com¬ 
ponents, under the leadership of State-owned economy, will 
be able to play their respective role. 

In order to benefit both public and private economy, it 
is necessary for us to gradually bring our economy to a 
higher degree of State planning. Both public and private 
economy throughout the country must be gradually brought 
to a higher degree of planning. Only by so doing can the 
anarchic phenomena and activities which are detrimental 
to the general interests be gradually overcome, and public 
and private enterprises be reasonably benefited. All of us 
should strive together for a higher degree of State planning 
in our economy. 

Investments in national economic construction in 1952 
will primarily be made in productive enterprises relating to 
national defence and, at the same time, water conservanc> 
projects will be continued. All State and privately-owned 
factories which are capable of increasing production should 
do their best to increase production. All necessary and ap¬ 
propriate incentives and encouragement will be givea to staff 
members and workers who make outstanding contributions 
to increasing production. As to the national market as a 
whole, further steps will be taken to promote trade between 
city and countryside, to promote foreign trade, and to strive 
for the maintenance of financial and price stability . I hope 
that all people, all staff members and workers, and all indus¬ 
trialists and merchants throughout the country will closely 
co-operate with the Government, make efforts to increase pro¬ 
duction and stabilise the market, and strive for continued 
improvement in national economy. 

III. The Situation in Public Finance 

Amerfcan imperialism has invaded and occupied our 
country’s territory, Taiwan. It is carrying out armed 
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aggression against Korea and threatening the security of 
our mainland. Therefore, we have no choice but to streng¬ 
then our national defence. What this means to public 
finance is that a certain amount of our financial resources, 
which originally might have been used in economic, cultural 
and other fields, must be diverted to national defence needs. 
This diversion is entirely necessary in order to defend the 
country and protect the people. But even under these cir¬ 
cumstances our country’s investments this year in economic 
construction and appropriations for cultural activities still 
exceed last year’s. This year national expenditure showed 
an increase over that of last year. However, owing to the 
restoration of the national economy, government revenue 
has also increased rapidly. State enterprises have greater 
incomes because of increased production. The people 
throughout the country are paying their taxes readily. In¬ 
dustrialists and merchants in various areas are signing 
patriotic pacts and paying their taxes in an organised man¬ 
ner. These acts of patriotism have added greatly to the 
State treasury and facilitated the country’s financial alloca¬ 
tions. The donation movement in connection with the 
campaign to resist American aggression and aid Korea has 
not only directly strengthened our national defence, but has 
also at the same time helped our national finances. Addi¬ 
tional currency issued by the State this year has not exceed¬ 
ed the volume required by the market by reason of the 
development of industry and commerce. The amount of 
additional currency issued is not greater than last year’s. 
It is precisely because of the various reasons mentioned 
above that financial and price stability throughout the coun¬ 
try has in the main been ensured. 

Land reform, rent reductions and deposit refunds have 
improved the livelihood of the peasants. Economic revival, 
increased employment and diminishing unemployment have 
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lessened the difficulties of the urban population. That is 
to say, the living conditions of the majority of the people of 
our country have to some extent been improved. But we 
should say that salaries are still low for military and ad¬ 
ministrative personnel, government workers, teachers, techni¬ 
cians and skilled workers throughout the country. The major¬ 
ity of them do not receive salaries but are provided for through 
the allowances system, and their living conditions are still 
hard. Although the Government has taken measures to en¬ 
sure that their living standards are maintained at the pre^ 
sent levels, nothing as yet can be done to raise them. In 
spite of their low pay, military and admini.strative personnel, 
government workers, teachers, technicians and skillen 
workers throughout the country continue to give off their 
best for the country. This fully proves that they possess a 
high sense of patriotism in serving the people, for which the 
People’s Government is grateful to them. 

To practise economy and to increase production are im¬ 
portant aspects of our financial and economic policy. In the 
Northeast this year, what has been acciamulaled as a result 
of introducing economies and from increa^d production 
alone is equal to the value of ten million tons of grain. If 
we practise economy in all spheres throughout the country 
we can make huge sums available for economic investments 
and for strengthening national defence. Therefore, from 
now on we shall launch the movement on a national scale 
to practise economy and increase production by the follow¬ 
ing methods: 

Government offices. State-owned enterprises, military 
and other departments, provided that their work and the 
health of their staffs are not impaired thereby, must practise 
strict economy whenever possible. Expenditure must be 
curtailed. Even where it is essential to spend money it is 
necessary to find means to economise. Matters and projects 
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that are not urgent should be held over. Unless it is neces¬ 
sary. expendittire on the entertainment of guests or for gifts 
will not be allowed. Overlapping and over-staffed offices 
must be substantially pruned. On the principle of opposing 
waste, strictly practising economy, raising working effi¬ 
ciency and simplifying organisation, every working unit 
must firmly carry out measures for economy which shall be 
drawn up by the entire working staff. Every working unit, 
in accordance with the requirement of its work and the re¬ 
quisite amount of work for each of its personnel, must decide 
upon the size of its working staff. Surplus personnel should 
not be discharged but should be transferred in an organised 
way to economic, cultural and educational work. The Cen¬ 
tral People’s Government and the governments in the vari¬ 
ous Greater Administrative Areas and provinces must send 
inspection groups to various parts of the country to make 
a thorough check on the measures for combatting waste, 
and enforcing strict economy. If this work is done well, 
it will be of great help in expanding our economic recon¬ 
struction and in the movement to resist American aggres¬ 
sion and aid Korea. 

In business transactions as well as in admini.stration. 
State-owned enterprises are required to adopt a business ac¬ 
counting system. On the one hand, they should oppose waste 
and practise strict economy and, on the other hand, make 
every effort to raise their production and reduce production 
costs. They must overcome the situation wherein raw 
materials, semi-finished products, commodities and funds 
are kept idle; must accelerate the turnover of funds; avoid 
waste in the consumption of raw materials such as using 
materials in greater quantity than necessary and of a higher 
quality than essential, or using valuable materials for par¬ 
ticular jobs where a spare part could well serve the purpose. 
They must strive for rational utilisation of raw materials. 


120 



reduce the rate of consumption of raw materials, overcome 
conditions in which projects are started without previous 
thorough planning, make a rational employment of national 
investments, curtail waste in the employment of manpower, 
bring about rational organisation of labour power, give 
encouragement to technical improvements, increase the rate 
of operation of equipment, give encouragement to proposals 
for economy, for increasing production and for reducing the 
cost of production. All personnel of State-owned enterprises, 
first and foremost the personnel in charge, are required to 
recognise that the main criterion for serving the people is 
to save money for the State and to increase our wealth by 
making fullest use of all possibilities in the most rational 
way. We must achieve success in this respect and ac¬ 
cumulate experience in anticipation of the period of large- 
scale national construction. 

To sum up, during the two years since the establish¬ 
ment of the People’s Republic of China, we have accumulated 
rich experience and made tremendous achievements in our 
work in every field, and this also applies to our economic and 
financial work. Most of our agricultural and industrial pro- 
puction has now been practically restored to the highest level 
ever attaint in the history of our country. Some branches 
of our agricultural and industrial production have surpassed 
or greatly surpassed the peak level in China’s history. 
Others will need several years’ further effort in order to 
readh this level. Our public finance is fully capable of meet¬ 
ing the urgent needs of national defence and of our economic, 
cultural, educational and other needs. Thus we have laid 
the foundation for the future great economic construction of 
new China. Of course, there will be difficulties, but we can 
overcome them all. We hope that our work in 1952 will be 
even better than that in 1951. 1 think that so long as the per* 
sonnel of the People’s Government, the various democratic 
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parties, democrats of all circles, people in diilerent walks of 
life and of the various nationalities unite closely together 
and make common efforts, our work in 1952 will certainly 
be much better than this year’s. 
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The Present Situation of China's Industries 
and the Ditection of Our Future Work* 

Li Fu-chun 

Vice-Chairman of the Committee of Financial and Economic 
Affairs of the Government Administration Council ^ 
of the Central People's Government 

Mr. Chairman, Members of the Committee, Comrades: 

Having heard the opening speech of Chairman Mao Tse- 
tung and the reports made by Premier Chou En-lai, Vice- 
Chairman Chen Shu-tung, Comrade Peng Chen, Vice-Premier 
Chen Yun and Vice-Premier Kuo Mo-jo, I hereby express my 
full support of these speeches. I am now going to make cer¬ 
tain supplementary observations on the progress of work in 
the field of industry and transportation; work on the railways 
will be dealt with in a special report to be made by Teng Tai¬ 
yuan, Minister of Railways, and I shall not touch on it here. 

Chairman Mao Tse-tung said in his opening speech: 

All facts prove that our system of people’s demo¬ 
cratic dictatorship is vastly superior to the political 
system of the capitalist countries. On the basis of this 
system, our people are able to give expression to their 
inexhaustible and limitless strength. Such strength 
cannot be overcome by any enemy. 

* Delivered on Qctober 31, 1951. at the Third Session of the Vint 
National Comniittee of the Chinese People’s Political Consultative 
Conference. 



The achievements that have been reached on the indus¬ 
trial and transportation fronts during the past two years fully 
testify to the correctness of this estimate made by Chairman 
Mao Tse-tung. 

I. Achievements in Industry and Transportation 

The past two years have witnessed a great recovery In 
the nation’s State-owned as well as private industries, some 
of which have even further developed. In 1949, the aggre¬ 
gate industrial output of the nation was at its lowest. Tak¬ 
ing the highest output recorded in the past as 100, the output 
in that year of some of our main industrial products can be 
expressed, approximately. In the following figures: pig iron: 
10.9; steel ingots: 15.8; finished steel: 17.8; coal: 44.5; elec¬ 
tricity: 72.3; cement: 30.9; caustic soda: 62.9; cotton yarn: 
72.4; cotton piece-goods: 72.6; car tires: 35.9; paper: 89.5; 
flour: 77.6; sugar: 39.6. 

However, in accordance with Chairman Mao Tse-tung’s 
directive that “we should rely upon the working class for in¬ 
creasing production,” a series of democratic reforms have been 
carried out or are being carried out in State-owned industrial 
and mining enterprises.' As regards private enterprises, the 
policy of considering both public and private interests and 
the mutual benefit to both labour and capital has been fully 
implemented. And since the readjustment of industry and 
commerce, the nation’s industries have, in the short space of 
two years, acquired a completely new look. The work of 
rehabilitation and reconstruction during these two years has 
reached a level of production in the various industries far 
exceeding that of 1949, the highest output registering a 
seven-fold increase. Light industries, with the exception of 
sugar refineries, match, and gunny-sack manufacturing in¬ 
dustries, have in 1951 surpassed their highest annual 
output recorded in the past; while in the field of heavy 
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industries, some registered an output exceeding, some an 
output approaching, and some an output still below the 
highest annual output recorded in the past. The last is espe¬ 
cially true of the two basic industries of pig-iron produc¬ 
tion and coal-mining, which still need urgently to be re¬ 
habilitated. The aggregate industrial output of next year’s 
production plan for State-owned industries foresees a 27 
per cent increase over the current year. Among other things, 
the plan estimates that pig-iron production will reach 78 
per cent of the peak annual output and that of coal 88 per 
cent. All this shows that, since imperialist economic ag¬ 
gression was eliminated the domestic market has markedly 
expanded, causing the speedy recovery of China’s industries. 
The work of rehabilitation and construction in the field of 
heavy industry, especially in iron and steel, coal mining, 
electric power, and heavy chemicals (e.g. chemical fertilizer) 
is much more difficult than that in the light industry while 
the rate of utilisation of factory equipment in many light 
industries is still below that of heavy industry. It Is, there¬ 
fore, of paramount importance that we should fully re¬ 
habilitate and greatly strengthen heavy industry on the basis 
•of existing enterprises. 

During the past two years, we have been busily engaged 
in rehabilitating and overhauling existing industrial and 
mining enterprises; besides, we have asked Soviet experts to 
help in making blueprints for certain new factories, the con¬ 
struction of some of which is already under way. With few 
•exceptions all these are basic heavy industries. Thus, by 
1953, we shall have completely solved the problem of supply¬ 
ing enough rails for the construction of our railways and pro- 
educed most of the required large-size steel blocks, seamless 
steel tubes, large-size steel plates and steel sheets. Construc¬ 
tion of these new factories will greatly strengthen our heavy 
industries. 
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In his report, Vice-Premier Chen Yun has given a 
thorough analysis of the causes for all the afore-mentioned 
achievements in the field of industrial construction. It only 
remains for me to stress that the most important cause 
for all these achievements has been the wisdom and initia¬ 
tive in labour, fully displayed by our workers in State-owned 
industries who are now masters of the country. Labour 
emulation, the campaign to establish new records, and a 
drive for rationalisation proposals have one after another 
taken place in factories and mines in all districts 
throughout the nation, and have produced tens of thousands 
of model workers, who, co-ordinating labour enthusiasm with 
improvements in technique, have greatly stepped up labour 
productivity. This enormous strength of the working class 
will provide an inexhaustible source of power for our national 
construction in the years to come. 

With the recovery and development of production has 
come an initial improvement in working and living condi¬ 
tions of the working class. In Northeast China, for instance, 
which had an early start in industrial rehabilitation, the 
workers’ living standards have shown a steady rise. Wages 
of workers and staff members registered a 27 per cent in¬ 
crease in 1949, 12.5 per cent in 1950, and 15 per cent in the 
current year. There has further been an all-round increase 
in the wages of workers in factories and mines in all areas 
throughout the country this year. The Labour Insurance 
Regulations were put into force on May I, 1951 in factories 
with 100 or more workers throughout the country. According 
to statistics of the Ministry of Labour, the number of workers 
benefiting from the various provisions of the Labour Insurance 
Regulations now total 2,600,000. The safety and health condi¬ 
tions in factories and mines have also been improved. For 
example, the rate of death caused by accidents in State- 
owned coal mines in the first half of the current year has 
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shown a 64.3 per cent decrease, as compared with the 
corresponding period last year. In the cultural life of the 
workers and staff members, loo, there has been a marked 
lum for the better. It is certain that continuing recovery 
■ and development of industry will go hand in hand with 
material as well as cultural improvements in the life of the 
working class. 

A great deal of work has been done in the field of trans¬ 
portation and in postal and tele-communication services. As 
compared with 1949 (when the country was being liberated), 
an all-round advance has marked highway construction, ship¬ 
ping, postal and tele-communication services, all of which 
have been rehabilitated and developed during the past two 
years. 

The trunk lines of the nation’s highways have been 
restored and strengthened, and new lines have been built in 
the coastal provinces, in the Southwest, and in the North¬ 
west. Although many ships were taken to Taiwan by the 
Kuomintang reactionaries, resulting in a smaller shipping 
tonnage than before, we now have an independent shipping 
industry. For the first time in history, the nation’s big cities 
and a part of our medium cities are now linked by long-dis¬ 
tance telephone. The extension of postal services to rural 
districts, as well as the distribution of newspapers and 
magazines through the post office, have directly contributed 
to the improvement of the political and cultural level of the 
broad masses of the peasantry. 

However, many shortcomings can still be found in in¬ 
dustries and transportation systems, the main of which are: 
inaccurate planning and inadei|tiate implementation of the 
system of business accounting; waste which is still ratfier 
serious; and inexperience in handling comparatively large- 
scale construction in factories and mines. Soviet experts have 
been of great help to us in technique and management, and 



we should all endeavour to learn more from them. Chair¬ 
man Mao Tse-tung has called upon us to "increase production 
and enforce economy measures, so as to support the Chinese 
People’s Volunteers!” For industrial and transportation enter¬ 
prises these words are indeed timely admonitions, we must 
face our shortcomings and mistakes, and be determined to 
remove them. 

II. To Increase Production and Practise Strict Economy 

Investigation findings as well as experiences of the past 
two years prove that, by increasing our reliance upon the 
working class, State-owned factories and mines, transporta¬ 
tion enterprises, posts and tele-communications are not only 
capable of developing enormous potentialities in the pro¬ 
motion of production, but can actually do away with waste 
and enforce the strictest economy measures. In. this we 
can find a reliable basis for responding to the call of Chair¬ 
man Mao Tse-tung and for implementing the directives con¬ 
tained in the reports of Premier Chou En-lai and Vice-Premier 
Chen Yun concerning increased production and the practice 
of strict economy. 

The overall policy regarding the work of State-owned 
factories and mines, the posts and tele-communications, and 
transportation enterprises in 1952 is therefore: “To launch a 
nation-wide campaign for increased production and the prac¬ 
tice of strict economy; to fully develop the potentialities in 
existing production equipment, to improve management, to 
increase national wealth, and thereby to ensure the complete 
success of the Resist American Aggression and Aid Korea 
Movement.” Such a campaign should fully rely upon, and be 
an education to, the entire body of workers, technical per¬ 
sonnel, and staff members; it should cement the solidarity 
among this great force, so that it will become an important 
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part of the “Broad and Enthusiastic Patriotic Movement for 
Increased Production” outlined by Chairman Mao Tse-tung. 

In view of existing conditions in industrial production 
and management, the campaign to increase production and 
practise economy should concentrate its attention on the 
following aspects: 

First, to increase production This should consist, for 
its first step, in the development of potentialities in existing 
equipment, for this will be an essential source of power for 
stepping up the volume of production at the present stage. 
It is true that the present utilisation rate of equipment in 
State-owned enterprises is at an all-time high, but actually 
it is still rather low. In the field of heavy industries, for 
example, in the current year the utilisation rate of the na¬ 
tion’s power-generating equipment averages only 35 per 
cent, while in machine-operated industrial plants the utilisa¬ 
tion rate is just about 55 per cent. 

In order to step up the rate of utilisation of equipment, 
stress should generally be laid on strengthening technical 
management, improving organisation of production, adding 
to the repair, maintenance, and installation of safety devices 
of machinery: and make proper adjustment and replacement 
of existing equipment, so that they will become well balanced 
and co-ordinated. Exceptions, however, should be made for 
certain production departments, due to the lack of raw 
materials. In these cases, special attention should be paid 
to the methods of economising raw materials, so. as to 
increase production. 

While we aim at a greater volume of production, we 
must at the same time see that the quality of goods is im^ 
proved and the amount of wastage reduced. It is true that 
goods produced during the last two years have shown a great 
advance in quality, as compared with the past but, owing 



to the rather low technical level of our industry, the lack of 
a sound system in management, the inadequacy of technical 
equipment and the great influx of new, unskilled workers, 
sub-standard goods and wastage are still found in varying 
degrees. It is important, therefore, that we should endeavour 
to step up the quality of goods, to reduce and ultimately eli¬ 
minate wastage; and these objectives should be translated 
into a mass campaign among the work teams in factory 
shops. In order to achieve this, we should first of all draw 
up a set of regulations on operating processes, and see that 
these are fully carried out; we should also set up a system 
for checking and inspecting products regularly. 

The second point to be stressed in relation to the 
campaign to increase production and practise economy is 
reduction in the cost of production. In order to achieve 
this, we should first of all strengthen quota control, and 
strive to reduce wastage in raw materials, for on this de¬ 
pends the whole question of reduction of production costs. 
As Vice-Premier Chen Yun pointed out in his report, we must 
see that raw materials are used in an economical way, and 
that superior materials are not squandered for ordinary uses; 
furthermore, the organisation of labour and the managerial 
set-up in offices, factories and workshops should be improved, 
so as to reduce the cost of management. 

The third point to be stressed in relation to the 
campaign to increase production and practise economy is 
greater control of capital and economy in funds. In taking 
stock of assets and in auditing capital investments, both of 
which will take place this winter and next spring, we should 
strive to take inventory of materials which have long been 
kept unused; should try to boost the sale of goods that have 
stayed in our warehouses for a long time; and pay special 
attention to the auditing of capital investments. On)y by 
so doing can we fulfil the tasks outlined by Vice-Premier 


ISO 



Chen Yun: “We must get away from a situation in which 
raw materials, semi-finished products, commodities and 
funds are kept idle; we must accelerate the frequency of the 
turnover of capital.” 

The fourth point to be stressed in relation to the cam¬ 
paign to increase production and practise economy is to 
ensure the success of the work of basic construction and to 
eliminate serious wastage obtaining therein. For gov¬ 
ernmental organs engaged in basic construction the way 
to economise on national wealth is to carry out the 
most careful and accurate investigation, planning and 
building, in strict accordance with the Procedure in Basic 
Construction. To control work in progress, a system of 
business accounting should be Instituted; a system of inspec¬ 
tion of construction sites should be organised and enforced; 
technical management should be strengthened; the quality of 
materials and of construction should be guaranteed; the coit 
of building be reduced; lastly, we should pledge constant 
struggle against all manifestations of waste of our national 
wealth. 

In order to accomplish successfully the afore-said tasks 
in connection with the campaign to increase production and 
practise economy, the leading personnel of all enterprises 
have to do the following; develop a truly democratic ad¬ 
ministration; do their utmost in educating the workers, tech¬ 
nicians and managing personnel and marshalling their 
initiative, creativeness and unified strength; imbue our 
labour force with technical skills; implement the workers’ 
rationalisation proposals; apply new production methods 
universally; and broaden the patriotic labour emulation cam¬ 
paign. 

The most important task for this winter and next spring 
—on the basis of control figures for production and finance. 
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and for basic construction investment for 1952, as stipulated 
by the Committee of Financial and Economic Affairs of the 
Government Administration Council—is to launch a mass 
campaign about the production plan, based on concrete con¬ 
ditions in all sections and workshops of mines, factories and 
other enterprises in China, so as to make this an advanced 
production plan of the masses to increase production and 
practise economy in the coming year, in the fight for its ful¬ 
fillment and overfiilfillment. 

We are confident that, so long as our leading personnel, 
technicians and managerial personnel are familiar with the 
ins and outs of every workshop, so long as they rely upon the 
masses, study concrete problems carefully and make their 
estimates and calculations as accurate as possible, they will 
be sure of leading the campaign to increase production and 
practise economy to success. 

We are confident that model workers in the nation’s in¬ 
dustries, transportation system, postal and tele-communica¬ 
tion services as the hard core of the vanguard of this 
great movement, will consolidate their unity with the na¬ 
tion’s working class, give full expression to its enormous 
strength, and thus be able to fulfil the great tasks of the 
campaign. 

With confidence, therefore, we assure Chairman Mao 
Tse-tung and the Third Session of the First National Com¬ 
mittee of the Chinese People’s Political Consultative Con¬ 
ference that, in the campaign to increase production and 
practise economy, the record value of ten million tons of 
foodstuffs contributed by tfie working class in the Northeast 
Administrative Area will be equalled and even exceeded by 
the value contributed by the working class in all other parts 
of the country in State-owned industries (including local 
industries), in the transportation system, in postal and tele- 
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communication services. That is to say, it will reach and 
even surpass the figure of 6,300,000 million yuan. 

In State-owned enterprises, a widespread mass campaign 
to increase production and practise economy will not only 
have the effect of boosting productioii and enforcing economy 
measures, thereby saving millions for the nation; more im¬ 
portant, it will acquaint cadres in managerial positions bet¬ 
ter with the business under their charge, it will raise the 
scientific level of our technical personnel, it will enhance the 
technical skill and proficiency of millions of our workers, it 
will increase political consciousness among the entire per¬ 
sonnel of our industrial enterprises and, in this way, it will 
help to push the art of management of industrial enterprises 
to a new and more advanced stage. 

Nor is this all. By continuing to expand, by carrying 
on the campaign to increase production and practise economy 
through continued efforts next year, the nation will have on 
hand an increasingly plentiful supply of industrial goods at 
cheaper prices, and a better system of communications and 
transportation. These, in turn, will contribute to the pro¬ 
motion of the interflow of goods between cities and rural 
areas; to obliterating any di.sparity between the prices of in¬ 
dustrial goods and rural produce; to the betterment of the 
people’s livelihood, and thereby giving further expression to 
the great strength of the people’s democratic dictatorship 
which Is based on the worker-peasant alliance under the 
leadership of the working class. 

Nor yet is this all. The campaign will help to establish 
and to develop, in our factories and mines, postal and tele¬ 
communication services, and transportation system, an in¬ 
dustrious, courageous, austere and simple working style, a 
working style that has been the cherished tradition of the 
Chinese Communist Party and the Chinese People’s Libera- 
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tion Army, as well as of the Chinese people. Such a work¬ 
ing style, once established and consolidated in our industrial 
enterprises, will provide an inexhaustible source of power 
for our national industrial construction, and also the essen¬ 
tial basis for new China’s large-scale construction which is 
soon to come. 

We expect ail enterprises under joint ownership of the 
State and industrialists and all privately-owned enterprises 
to work hand in hand with State-owned enterprises, and to 
struggle in unison for the successful initiation of the nation¬ 
wide campaign to increase production and practise economy. 

III. Preparations for Industrial Construction 

In the course of the past year, three mass movements 
—the Movement to Resist American Aggression and Aid 
Korea, the Land Reform Movement and the Movement to Sup¬ 
press Counter-revolutionaries—w’ere launched throughout the 
country. Their success was tremendous, and really laid the 
basis for the country’s industrial construction. The forth¬ 
coming all-out campaign to increase production and practise 
economy furnishes also the indispensable spade-work for the 
industrial construction that will soon begin. 

The consolidation of our national defence is an essential 
task. Thus, in the field of industrial construction it is neces¬ 
sary, first of all, to strengthen heavy industry, a branch 
which is closely connected with building up our national de¬ 
fence. In the field of light industry, apart from guarantee¬ 
ing a regular supply of daily necessities from production 
lines to the people, attention should be paid to the develop¬ 
ment of publicly-owned enterprises, joint publicly and pri¬ 
vately-owned enterprises, privately-owned enterprises, co¬ 
operatives in various localities and also handicraft industries 
with scope for development. This is to satisfy the growing 
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needs of the people. In the field of heavy industry, the policy 
will be to rely on State-owned enterprises as pivots in or¬ 
ganising the development of local, joint publicly and pri¬ 
vately-owned, as well as privately-owned industrial estab¬ 
lishments. 

Given the vast size of China in both populatfon and ter¬ 
ritory, and an ever expanding market in the rural areas, the 
development of all kinds of industry has wide scope. It is 
most essential to increase the character of planning under 
the leadership of State-owned industries, and to raise en¬ 
thusiasm in all branches of industry for a common develop¬ 
ment. 

The development of communications and transport, 
posts and tele-communications should be adapted to the needs 
of our national defence. Preparatory work in these fields 
should also be done for industrial construction. Here the 
laying of trunk lines in the railway system has first priority: 
next in order will be the dredging of inland rivers; fully deve¬ 
loping the power of inland navigation; systematic building 
and repairing of highways at selected points; and the streng¬ 
thening of tele-communications and postal services. 

In order to carry out these great tasks in industrial 
construction, it is furthermore necessary to make prepara¬ 
tions along the following lines: 

First, there should be better planning in all fields of 
work. The planning organs of the people’s governments at 
all levels should be strengthened, and' should without delay 
make a study of China’s industrial and agricultural con¬ 
ditions, the steps to be taken for development, and where to 
place emphasis in construction. Ways of readjusting re¬ 
lationships in various sectors of the national economy should 
also be found, so that the various plans for building up the 
country will all be executed without hitch. 
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Secondly, the survey of natural resources ..should be 
stepped up. Under the leadership of the Geological Survey 
Steering Committee we have done some good work, such as 
prospecting for iron and oil mines. It is our task to assemble 
all the geologists of the country, to strengthen organs eng¬ 
aged in geological work and to proceed step by step in a 
systematic manner with the exploration of the import¬ 
ant mineral and water-power resources. This will prevent 
us from forking blindly and erratically in our surveying, 
and bring results soon. 

Thirdly, we must train new personnel for the needs of 
our country’s industrial construction. In the report by 
Vice-Premier Kuo Mo-jo this point has been dealt with at 
great length. The Committee of Financial and Economic 
Affairs, aside from assisting the Committee of Cultural 
and Educational Affairs of the Government Administration 
Council and the Ministry of Education of the Central 
People’s Government in mapping out plans, should help the 
present technical cadres and intellectuals to complete a course 
of self-education in order to raise their political and technical 
level. It is our hope to absorb, within two or three years, 
all unemployed intellectuals into various schools and 
classes for re-education in ideology and technique to meet 
construction needs of the country. 

The training of large numbers of technicians from among 
the great masses of workers should take the form of classes 
for technicians and apprentices; of evening technical schools; 
and of contracts for apprenticeship in all State-owned, joint 
publicly and privately-owned, and privately-owned enter¬ 
prises, and even in handicraft industries. 

Fourthly, planning and organisations responsible for 
planning in the various essential enterprises, as well as in 
the various important control administrations, should be 
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strengthened. It is also necessary to map out plans for train¬ 
ing personnel for the construction of the country, and est¬ 
ablish a planning body of a national character within the 
shortest possible time. Leadership and organs charged with 
operations in basic construction work should be strengthened; 
the same holds true for the administration and supervision 
of housing construction throughout the country, both publicly 
and privately-owned. It is necessary to organise and train 
specialised workers, to develop the strength of basic con¬ 
struction and to eliminate waste. 

Fifthly, research should be intensified in the sciences 
1 elated to industrial construction. All necessary scientific 
equipment must be augmented. Academia Sinlca and 
the Technical Administration Bureau should be consulted on 
the definition of standards for essential products throughout 
China and for the system of weights and measures, in order 
to raise the quality of industrial products and to increase 
planning in technical administration work. 

The industrial construction of our country is a colossal 
task. It is, as Chairman Mao Tse-tung said, a further step 
in our “Long March”. Under the brilliant leadership of 
Chairman Mao Tse-tung and the Central People’s Govern¬ 
ment, we must rely to the fullest extent on the working class 
and the entire nation, develop an industrious, courageous, 
austere and simple working style. We consider it most 
essential to rapidly accomplish the necessary preparatory 
stage, in order to start on the great programme of economic 
construction of new China in the immediate future. 

Let us raise high the banner of Mao Tse-tung and march 
forward towards the industrialisation of new China! 
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Address to the Preparatory Conference of 
the Ail-China Federation of Industrial 
and Commercial Circles 

Chen Yun 
(June 24, 1952) 

jMembers of the Presidium, Delegates and Gentlemen: 

On behalf of the Committee of Financial and Economic 
Affairs of the Government Administration Council, I greet 
today the Preparatory Conference of the All-China Federation 
•of Industrial and Commercial Circles. I shall discuss the 
economic situation and share with you some of my opinions. 

Not long after the establishment of the Central People’s 
Government when there were still serious financial and eco¬ 
nomic difficulties. Chairman Mao Tse-tung instructed us, I re¬ 
call, that though we have difficulties, we have solutions and 
Tiopes. 

He also encouraged us to* set the goal at which our finan¬ 
cial and economic condition would experience a fundamental 
turn for the better in three years or a little longer. Dur¬ 
ing the past two or three years, the people’s governments at 
all levels and the people throughout the country have unitedly 
■conquered numerous difficulties under the brilliant leadership 
■of Chairman Mao Tse-tung. The country’s financial and 
economic situation is improving daily, our budget has been 
balanced, our currency and commodity prices are stable and 
production and trade are developing on, solid foundations. 
The difficulties arising from the reorganisation of industrial 





and commercial enterprises after stabilisation of commodity 
prices are overcome. Through the movement promoting the 
interflow of goods between city and countryside, we have 
helped to create favourable conditions for the rapid recovery 
of industrial and agricultural production. 

Recently, the “San Fan" and “Wu Fan” movements'* 
were launched to eliminate the “three evils” and “five vices”, 
remnants of the old society hindering the country’s progress. 
After the conclusion of these movements all lawful industrial 
and commercial enterprises beneficial to the national economy 
and the people’s livelihood are expected to prosper on a new 
basis. 

During the past two or three years, agricultural and 
industrial production have fulfilled our expectations of re¬ 
covery. Agricultural production is, in the main, restored and 
has in some places even surpassed the levels reached before 
the War of Resistance to Japanese Aggression. Consider the 
production of foodstuffs for example. If we take the total 
1949 output as 100, the total production of foodstuffs in 1951 
was 128, and this year it is expected to reach 137. That is to 
say, production of foodstuffs will have reached once again 
the level of average annual production before the War of 
Resistance to Japanese Aggression. In fact, wheat, rice and 
other staple food crops will surpass the average annual out¬ 
put of pre-war times. The incfease in cotton yield is even 
more remarkable. Again taking 1949 as 100, the 1951 output 
was 252, while output in 1952 is expected to be higher than 

In December 19S1 the "San Fan" movement was launched against 
the "three evils” of corruption, waste and bureaucratism among 
workers in government institutions and State enterprises. The "Wu 
Fan” movement was launched at the same time among private busi¬ 
ness circles against the "five vices", namely: bribing of personnel 
in government and public organs, tax evasion, theft of State property, 
cheating on government contracts and stealing economic information 
for private speculation. 
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last year’s. Thus, our country’s cotton output has already 
by far exceeded the record output of pre-war years. There 
have also been marked increases in the output of other agri¬ 
cultural products during the past three years. Because our 
agricultural production has been restored to and even above 
pre-war levels, we no longer rely on imported rice» 
wheat or cotton, but can now meet the demands of the people 
and of industrial manufacture entirely by our own produc¬ 
tion of these items. 

In industrial production too, pre-war levels have been 
reached and, in some cases, surpassed. Our heavy industry 
was originally in a rudimentary state; during the war it suf¬ 
fered serious devastation. Now it has been restored and 
preliminary readjustments made. This year, the output of 
certain key items such as coal, iron, steel ingots, steel pro¬ 
ducts and machinery is expected to approach, and in some 
cases, exceed the highest annual output on record in China’s 
history. 

The restoration of light industry is likewise remarkable.. 
Look, for example, at textiles, the most representative branch 
of light industry. Taking the output of cotton yarn in 1949> 
as 100, the 1951 output had reached 124, while this year’s out¬ 
put is expected to reach more than 162. This is already above- 
pre-war levels. Moreover, striking advances have been 
made in the paper and rubber industries. Even the production 
of cigarettes planned for 1952, an industry which had ex¬ 
perienced greater difficulties than others, will far exceed the 
pre-war level. Our light industry has considerable poten¬ 
tialities. Our home market for industrial goods is daily 
expanding. Therefore, a sound development in the future of 
light Industry is assured. 

Beside restoring production, we have also accomplished', 
several large-scale construction projects with unprecedented 
speed. For example,*' the Chengtu-Chungking Railway for 





which the people of Szechwan Province had longed in vain 
for decades, since the last years of the Manchu dynasty, was 
completed within two years and will be open to traffic on 
July 1. The Lunghai Railway will reach Lanc^ow by 
October this year.The scale and rapidity of progress on the 
gigantic Huai River project which was begun only last year, 
and work on the Chingkiang section of the Yangtse River 
this year are not only unknown in China’s history, but also 
rare the world over. Of course, considering the boundless 
future of economic construction in our country, we have so 
far only covered the first step in a ten-thousand-// 
march. We must expect our tasks from now on to be cv" n 
greater. 

The last two or three years have not only seen the vic¬ 
torious completion of economic restoration. We have also 
triumphantly completed the readjustment and regeneration 
of industry and commerce. Trade by speculation, a common 
feature of the past, was gtadually eliminated with the check 
of currency inflation and stabilisation of commodity prices. 

The “San Fan” and “Wu Fan” movements were social 
reform movements changing our customs and traditions. At 
the same time, they were movements that farther remoulded 
our industry and commerce. The “San Fan” and “Wu Fan” 
movements have swept out the “three evils” and “five vices” 
which had corrupted government organs, imperilled our 
national construction and hindered social progress. Thus 
very favourable conditions have been created for national 
economic construction and for the development of lawful 
private industry and commerce. From now on industrialists 
and merchants can devote their energies more fully to develop¬ 
ing production and improving their business. The labour 
enthusiasm of workers and staff members is also greatly 
heightened. Therefore, private enterprise is not without 
prospects but has a much brighter future than before. 
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The “San Fan” and “Wu Fan” movements have created 
a new atmosphere throughout the country. We have to adjust 
public-private and labour-capital relations on a new basis. 
This gives rise to some new problems that need to be solved 
swiftly and properly. 

The first of these problems is reasonable profit on pro¬ 
cessing work and orders of commodities. We consider that 
most of the rates for processing and purchasing prices speci¬ 
fied in the past were reasonable. Mowever, in some contracts, 
costs were estimated too high, resulting in unduly large 
profits. In others, profits were too low. We shall maintain 
those rates we consider reasonable and make appropriate 
adjustments in those which are unduly high or low. During 
the “Wu Fan” movemer^t, it was found that many factories 
profiteered by submitting false statements of production costs. 
In such cases, rates for processing work and purchasing 
prices for goods ordered should be appropriately reduced. 
However, some of the contracts signed after the “Wu Fan” 
movement set these rates and prices too low. They should, 
therefore, be raised appropriately. The Ministry of Trade of 
the Central People’s Government has already instructed trade 
organs of the various areas to review these new contracts, to 
accurately estimate the costs so as to guarantee legitimate 
profits for privately-owned factories. At present, adjustments 
upward can be made in rates for cotton-yarn processing. 
Such upward adjustments have been made by the Cotton 
Yarn and Piece Goods Corporation since the first of June.- 

You have asked for a reasonable standard of profit on 
processing and purchase orders placed by the State. We con¬ 
sider it difficult to fix a unified standard because of differences 
in demand for and supply of the various commodities, because 
of the need of considering simultaneously the interests of 
manufacturer, retailer and consumer and because of the need 
of maintaining the stability of market prices. However, there 



IS no harm in giving you a general idea. Private factories 
will, according to concrete conditions, be guaranteed an 
annual profit of around 10, 20, or even up to 30 per cent on 
their capital, under conditions of normal and rational opera¬ 
tion. This estimate of profits is based on average standards 
of normal and rational operation. Factories whose costs are 
low and whose quality is high may make comparatively 
higher profits, while others with higher costs and lower qual¬ 
ity products may net less. This is the standard rate of profit 
on processing and purchase orders placed by the State. We 
do not intend to fix by this rule a rigid rate of profit for 
privately-owned industrial and commercial enterprises. 
Some excess profit made by private industrial and commer¬ 
cial enterprises will be allowed, provided that this is due to 
improvement in management and reduction in costs, and 
that the operation of these enterprises answers the needs of 
society, complies with State regulations and, at the same 
time, accords with consumer capacity. 

The second is the problem of specifications in processing 
and purchase orders. During the “San Fan” and “Wu Fan” 
movements, it was found that certain private factories, in ful¬ 
filling processing and purchase orders placed by the State, 
had used inferior materials and turned out shoddy work and 
that there was a number of corrupt elements among govern¬ 
ment functionaries who had accepted bribes. Therefore, gov¬ 
ernment institutions placing such orders have now to be more 
careful in checking goods upon delivery. This is as it should 
be. However, as specifications are not at all concrete in some 
contracts and lack clear-cut standards, there have be^en in¬ 
stances of undue fastidiousness and fault-finding on the part 
of checkers resulting in the rejection of excessively large 
quantities as goods of inferior quality. We have already in¬ 
structed the financial and economic committees in the various 
areas to pay closer attention to this matter. The Ministry of 
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Trade of the Central People’s Government also expects to 
call specification conferences of all trades concerned in th? 
various large cities within the next two months, to which the 
bureaux of industry and commerce, processing enterprises, 
associations of industrial and commercial circles, and trade 
unions will be invited in order to work out concrete speci¬ 
fications as checking standards for processing and orders, 
according to actual conditions in the various trades in various 
areas. Meanwhile, the large cities are also expected to 
organise arbitration boards for processing and orders under 
the leadership of their respective bureaux of commerce and 
industry, on which representatives of all parties concerned, 
namely, institution placing the orders, associations of indus¬ 
trial and commercial circles, and trade unions are to deal 
with controversial matters in relation to the inspection of 
goods. 

The third problem is how to activate the inlerflo\kr ol 
goods between city and countryside, and between domestic 
and foreign markets. At the height of the ‘‘San Fan” and 
“Wu Fan” movements, industry and commerce were partially 
stagnating, but when the government trade organs placed 
processing work and orders on a large scale a rapid improve¬ 
ment of the market was effected. However, at the present, 
time the cities still have large stocks of industrial products on 
hand, while the markets in small cities and towns and rural 
areas in the interior suffer from the lack of supply of industrial 
products and are also lacking markets for their local pro¬ 
ducts. This shows that we still need to make greater efforts 
for the promotion of the interflow of goods between city and 
countryside. 

: The conferences on the interflow of goods between city 
and countryside recently held in Tientsin and Sl^ngbai ;bdth 
aehieved remarkable results. The valuable experiences dttts 
igained should in turn be applied in other places. At the 
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same time, the Ministry of Trade of the Central People’s Gov¬ 
ernment is readjusting inter-regional price differentials of 
mbst ccanmodities and between wholesale and retail prices. 
State-operated retail stores should operate with a view of 
maintaining the stability of the market and facilitating the 
participation of law-abiding private enterprises in the inter¬ 
flow of goods. Native products should not be priced too high 
in the village market, nor should they be priced too low. Due 
consideration must be given both to production and sales; 
State-owned and private business enterprises and the 
co-operatives should participate together in promoting the 
interffow of goods between city and countryside and between 
domestic and foreign markets. 

The fourth is the problem of bank rates. For many years, 
interest rates on bank loans in our country have been very 
high. This was unfavourable to the growth of industry and 
commerce. The reason for these high rates was instability 
of commodity prices. With the stabilisation of our currency 
and of commodity prices gradually effected during the past 
two years, the time has now come to reduce interest rates on 
bank loans. Recently we have lowered bank rates and we 
shall grant loans to privately-owned enterprises on the Widest 
possible scale. Needless to say, the interests of our country’s 
industry and commerce are well served thereby. It is hoped 
that the Government and the private enterprises will 
endeavour jointly to carry out this policy of reduced interest 
rates. 

The fifth is the problem of taxation. According to reports 
from a number of cities, income tax from enterprises, factories, 
and merchants was this year in certain individual cases 
calculated at an unduly high rate, and certain individual tax ' 
collectors were not courteous in their attitude. We have 
instructed financial and economic (X>mmittees in various 
places to look carefully into .these cases. Where taxes have 
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been miscalculated In individual cases for enterprises, fac¬ 
tories, and merchants, either at too high or too low a rate, 
local tax review boards should study the matter, make refunds 
■on overpayments and collect additional sums on underpay¬ 
ments. With regard to industrial and commercial establish¬ 
ments subject to democratic assessment,* a typical establish¬ 
ment should be selected through careful consultation to be as 
representative as possible. Tax collectors are charged with 
the responsibility of collecting taxes according to the tax 
law of the State, and should strictly attend to their duties 
in order to prevent tax evasions. They should deal with law¬ 
breaking tax evaders in accordance with the law, and should 
not adopt any inappropriate measures. 

The current tax law was drafted by the Government at 
the tax conference of June 1950, after consultation with 
representatives of private enterprises. This tax law accords 
on the whole with actual conditions in the nation at the pre¬ 
sent time. Its enforcement during the last two years has 
not only assured the State of revenue, but has also greatly 
helped to develop our industry and commerce. Certain indus¬ 
trial and commercial representatives have made suggestions 
regarding our tax law which we will carefully consider and 
investigate. Wherever the financial needs of the State are not 
affected and wherever the law can and should be revised, 
revisions may be considered. 

The sixth is the problem of labour-capital relations. At 
present two situations exist in our labour-capital relations. 
In one section of private enterprise, especially in big enter¬ 
prises, the relations in general are normal. In certain big 

* I'or small shops and workshops which do not keep proper account 
books, one of the ways to determine how much tax they should pay 
is calculation through democratic discussion. Such discussion is 
based on the financial status of a typical example of similar establish* 
snents. 
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enterprises, because the employers have made improvements 
in the welfare of workers and staff members, the labour 
enthusiasm has been raised, resulting in growing harmony 
in labour-capital relations. In another section of private 
enterprise, particularly in some small workshops and stores^ 
labour-capital relations are, however, not harmonious. Some 
employers, holding a grudge against employees for exposing 
their malpractices during the “Wu Fan” movement, feefi 
revengeful and suspend board and pay. While there are also' 
some employees who, because they had been, ill-treated in the 
past, put up excessive demands during the “Wu Fan” move¬ 
ment. Such abnormal state of affairs should be readjusted.. 
Revenge-taking on employees must be checked. Demands by 
employees must tally with the business potential of the enter¬ 
prise concerned and must not be unduly high. The property 
of the employer should be protected. The employers have the 
right to operate and manage their own business and to 
employ personnel, but they must do so in accordance with the 
law. Practical and appropriate improvements should be 
made in remuneration of the employees. All labour-capital 
disputes must continue to be settled through negotiation and' 
collective contracts. It is hoped that labour-capital consulta¬ 
tive conferences will meet regularly to discuss reforms in 
production and in democratic management, to consider the* 
workers’ reasonable demands, striving for the goal of develop¬ 
ing production and benefiting both labour and capital. 

The seventh is the problem of preventing the "three evils”” 
and “five vices”. The “San Fan” and the “Wu Fan” move¬ 
ments during the past several months were great campaigna 
such as had never happened in our history, campaigns through' 
which both our government organs and industry and com¬ 
merce as well have been reformed. The purpose was elimina¬ 
tion of the “three evils” and the “five vices” which had cor¬ 
rupted government institutions, endangered our national con*- 





struction and obstructed social progress; now conditions are 
favourable for our national construction. During these cam¬ 
paigns, exposure or voluntary confession of the “three evils*-* 
of government functionaries and the “five vices" of private 
industrialists and merchants proved what great harm had 
been wrought. In dealing with these quetisons the Central 
People’s Government has adopted the policy of leniency com¬ 
bined with strictness. All government functionaries and 
private manufacturers and traders throughout the country 
must come to understand that of the former only those who 
whole-heartedly devote themselves to the service of the peo¬ 
ple, and of the latter all those who obey the law and direc¬ 
tives of the State and operate industry or trade in a manner 
beneficial to the national economy and the livelihood of the 
people, will receive encouragement from the Government. 
Those who again indulge in the “three evils” and the “five 
vices” shall be severely punished by the Government and 
the people. 

Following the victorious conclusion of the “San Fan” 
and “Wu Fan” movements, and the satisfactory solution of 
these problems, a new prosperity will dawn for our industry 
and commerce for the following reasons. First of all, our 
economic construction is on a larger scale this year than 
last year, and our investment in construction is also much 
larger. Secondly, in industrial production. State factories 
have in the main completed their production plan for the 
first six months, while the more important among private 
factories in the more important fields continued normal pro¬ 
duction even during the “Wu Fan” movement, while the 
labour productivity of certain factories was greatly raised on 
account of the “Wu Fan” movement. The output in various 
industrial goods will undoubtedly exceed that of last year 
by a wide margin. Thirdly, agricultural production has 
also continued to develop. We have reaped another bumper 



harvest in wheat; the tea harvest is as good as last year’s; 
and that of silk is above last year’s. Judging from condi< 
tions during the past six months, this year's agricultural 
production is even more promising than last year’s. All 
this goes to show that the people’s purchasing power is ris¬ 
ing. We expect therefore a very lively market ynmediately 
after the summer and autumn harvests. If government func¬ 
tionaries free themselves of the “three evils’’, private enter¬ 
prises abstain from the “five vices’’ and, under the leadersbtpp 
of State economy, abide by the economic policies of the 
State, then we can look forward to ever greater and healthier 
prosperity from now on. It is hoped that both public and 
private enterprises will apply their past experiences well and 
prepare themselves for the forthcoming active autumn and 
winter seasons. 

We have, during the past two or three years, 
victoriously accomplished the task of rehabilitating and 
reforrhing the people’s economy. From now on, we enter 
upon the work of large-scale, planned economic construc¬ 
tion for the industrialisation of our country. Industrial and 
commercial enterprises throughout the country have in the 
past contributed to economic rehabilitation. They will con¬ 
tinue to bear important responsibilities in the great economic 
construction now commencing. It Js hoped that indus¬ 
trialists and businessmen throughout the country will stride 
along with the Government in the fulfillment of this glorious 
historic task. 
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Three Years of Achievement of the People's; 
Republic of China* 

Po Yi-po 

Member of the Central Committee of the Communist 
Party of China 

Since the founding of the People’s Republic of China*, 
we have succeeded in creating, under the leadership of the* 
Chinese Communist Party and its brilliant leader Comrade- 
Mao Tse-tung and through the efforts of the people of the- 
entire country in the past three years, the necessary condi¬ 
tions for planned, large-scale economic and cultural con¬ 
struction, thus enabling us to make further strides towards- 
industrialisation of our country, and assuring our country’s 
steady progress towards Socialism through industrialisation. 

By waging a resolute struggle against enemies inside- 
and outside our country during the past three years through^ 
nation-wide mass movements, we have further consolidated' 
the independence and unity of our country. Thanks to the- 
efforts of the broad masses of the people we have accom¬ 
plished a series of democratic reforms, which have funda¬ 
mentally changed the face of Chinese society and tiiereby 
consolidated the people’s democratic dictatorship led by the* 
working class. ' 

Land reform has been completed in the main throughout 
the country. Up to August 1952, about 300 million peasants. 

* Written in connnemoratitm of Uie third anniversary of die foondins^ 
of die People’s Republic at China. 
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and their families who formerly possessed little or no land 
were given a total of 47 million hectares of arable land that 
had belonged to landlords. The landlord class and the 
feudal system of land ownership are eliminated from China's 
countryside; the people’s democratic system dhjoys the lov¬ 
ing care and support of the peasants who constitute the great 
majority of the Chinese population. A broad path of de¬ 
velopment has thus been opened for China’s industry; 

In the past three years, we have liquidated more than 
two million bandits; counter-revolutionaries and secret 
agents have also been put under custody and control. Bandits 
are non-existent in China now, and the social order has 
become stable as never before. 

Between the end of 1951 and June 1952, a “San Fan” 
movement among government workers was directed against 
corruption, waste and bureaucratism, and a “Wu Fan” 
movement among private enterprises and trades against: 
(1) bribery, (2) tax evasions, <3) theft of state property, 
(4) cheating on government contracts and (5) stealing eco¬ 
nomic information from government sources for private 
speculations. During these movements, 4.5 per cent of the 
government workers were found guilty in varying degrees 
of corruption, waste and bureaucratism and dealt with ac¬ 
cordingly. The most serious cases were given judicial 
punishment. Government institutions have thereby been 
greatly purified; closer ties exist now between the People’s 
Government and the working people; discipline and working 
efficiency within government organs have been raised; and 
government expenditures considerably recfuced. At the 
same time, investigations were' made through these move¬ 
ments into^more than 450,000 private industrial and com¬ 
mercial establishments in nine major cities like Peking, 
Shanghai, Tientsin, Hankow, Canton, Shengyang (Mukden) 
and others, of which 76 per cent was found gfuilty of various 
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illegal transactions. While the most serious offenders were 
given judicial sentences, industrialists and merchants were 
all properly dealt with and taught to abide by the laW. 
Illegal acts by the Chinese bourgeoisie have thus been cur¬ 
tailed, and their activities confined, under the leadership of 
the working class and the stipulations of the Common Pro¬ 
gramme. The “San Fan” and. the “Wu Fan” moyements 
have further consolidated the position of leadership of the 
working class in the State. 

In the course of the last three years we have success¬ 
fully strengthened our national defences and effectively 
frustrated the American imperialists in their plot to invade 
our country. After the outbreak of the Korean War, the 
Chinese people launched tfie great Movement to Resist Ame¬ 
rican Aggression and Aid Korea. Tens of thousands of 
workers, peasants and intellectuals volunteered for service 
to aid Korea, and the people throughout the country did their 
enthusiastic part in the movement by stepping up production 
on the agricultural, industrial and other fronts. The people 
donated 3,700 aeroplanes for the Volunteers. This upsurge 
of patriotism, a result of the Movement to Resist American 
Aggression and Aid Korea, has become a dynamic factor 
in the cause of reform and construction now taking place in 
all spheres of the nation. 

Connected with all these movements was the ideological 
remoulding campaign among the intellectuals. The aim of 
this campaign was to eradicate the influences of the landlord 
class and bourgeoisie and of imperialism upon the ideology 
of the intellectuals and enable them consciously to accept 
the Marxist-Leninlst viewpoint. Througdi this campaign, 
great numbers of intellectuals have come closer to the Com¬ 
munist Party, the better to serve our country and the people’s 



During the past three years tremendous achievements 
have been recorded in bringing about unity of the various 
nationalities within our country. China has about sixty na¬ 
tional minorities with a total population of around forty 
million. Autonomous regions for various nationalities of 
varying scope that have been established already number 
130, and more are to be established. More than seventy 
thousand cadres of different nationalities have been trained 
in the various national minorities colleges and .training 
classes for national minorities. Because of the variety of ac¬ 
tivities carried on among national minorities, their economic 
.and cultural life has risen to notable heights, so that unpre¬ 
cedented national solidarity presents itself in China. 

The working people of China «re further organised on 
a nation-wide scale. There are at present 7,300,000 trade 
union members; the New Democratic Youth League of China 
has a membership of 6,300,000; the Ail-China Students’ 
Federation, 2,170,000; participants in the activities of the 
All-China Democratic Women’s Federation total 76,000,000; 
the marketing and supply co-operatives has a membership 
of 106,000,000; the Sino-Soviet Friendship Association, 
26,500,000. These are the exceedingly broad and strong 
social props of the People’s Government. 

The heightened political consciousness of the Chinese 
pedple and their unity in thought and will express themselves 
tangibly in their enthusiastic participation in the world 
peace movement. Signatures endorsing a Five-Power 
Peace Pact and opposing the remilitarisation of Japan total¬ 
led in each' case about 340,000,000. 

During the past three years, great victories have also 
been won on the economic front. 

In 1949, when the Chinese Peopie’s War of Liberation 
was won throughout the country, we were confronted with 
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an utterly ruined national economy—the result of the wreck¬ 
age wrought by Japanese imperialism, of depredations by 
tyrannical rule under the Kuomintang, and of spoliatioa by 
American imperialism. The countryside was bankrupt; fac¬ 
tories and mines had closed down one after another; spe¬ 
culators had their field day, while the market was in com¬ 
plete chaos. The people were reduced to extreme privations 
in* their daily life. 

After the overthrow of America’s jackals, the Kuomin¬ 
tang reactionaries, we had to make great efforts to overcome 
the difficulties arising from the situation in which our crip¬ 
pled economy found itself. By relying upon the working 
class and the broad masses of people, we restored agricul¬ 
tural and industrial production step by step. From March 
1950 onward, we approached a balance of the budget through 
a series of effective measures. We stopped inflation, and 
brought commodity prices under control. Within half a 
year’s time, the market had taken a turn for the better, al¬ 
though its basis still was not firm and the change was not 
yet a fundamental change for the better. 

At the Third Plenary Session of the Seventh Party Con¬ 
gress of the Chinese Communist Party, held in June, 1950, 
Comrade Mao Tse-tung pointed out that it would take about 
three years to bring about a basic turn for the better in the 
financial and economic situation. Following Comrade Mao 
Tse-tung’s directive and through the efforts of people 
throughout the country, we have succeeded in bringing 
about such a basic turn for the better in less than three years. 
Both agricultural and industrial production has noy^ been 
completely restored, most items even exceeding the highest 
pre-war levels. National revenue and expenditure are 
completely balanced, and commodity prices remain stable. 

The restoration and development of China’s agricultural 
production may be indicated by the following figures. If 
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the highest annual output of various agricultural products 
before liberation is taken as 100, the output we are 
certain to attain in 1952 is: foodstuffs 109, cotton 155, hemp 
559, tobacco 294, and raw sugar 113. 

On the basis of the agrarian reform, the Party and the 
People’s Government have in the past three years led 
and aided the peasants in every way possible to develop 
production; the peasants have also been led into various 
mutual-aid organisations of labour on the voluntary prin¬ 
ciple. In 1952, peasants who have joined mutual-aid teams 
exceed 40 per cent of the total peasantry in the whole 
country. In the old Liberated Areas such peasants amounted 
to 70-80 per cent of the total. Over 4,000 agricultural pro¬ 
ducers’ co-operatives and over ten collective farms — pilot 
projects of a type more advanced than the mutual-aid teams 
—have been formed. The mutual-aid and co-operative move¬ 
ment is like a rising tide in agricultural production all over 
the country. This is the main direction in which Chinese 
agricultural production is to develop. 

These three years have also seen the construction of 
several colossal water conservancy projects. The earthwork 
alone done in these projects totals 1,700,000,000 cubic metres 
which is equal to the earthwork excavated for ten Panama 
Canals or twenty three Suez Canals. In 1952, the invest¬ 
ment of the People’s Government in water conservancy pro¬ 
jects is 52 times what the Kuomintang regime invested in its 
highest year. Owing to these improvements in water conser¬ 
vancy and to measures combatting other natural calamities, 
the area of land liable to be stricken by the fury of the ele¬ 
ments has been greatly reduced. In 1949, the area affected 
by natural calamities was 8,000,000 hectares of land; in 1950, 
it was reduced to 4,600,000 hectares; in 1951, it became 
1,400,000 hectares, and in 1952 land so affected will be still 
less. 
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Rapid rehabilitation of our agriculture—such is the re¬ 
sult of the above-mentioned measures. 

That China’s industrial production has likewise been 
restored and developed in an accelerated tempo is illustrated 
'by the following figures. Taking the pre-liberation year in 
which peak levels were recorded in various categories of in¬ 
dustrial and mineral products as 100, the scheduled percent- 
.ages of output which are sure to be attained in 1952 are: pig 
iron, 104; steel ingots, 155; coal, 90; electric power, 115; 
petroleum, 136; cement, 148; and timber, 136. From this it 
■can be seen that, with the exception of coal, output in a 
variety of basic industries has surpassed the highest records 
-ever achieved in the history of China. In addition, the sche¬ 
duled output of many other industrial products, i.e., con¬ 
sumer goods and daily necessities, is expected to reach and 
exceed in 1952 the highest figures ever recorded in China’s 
whole history. Calculating in the same way as we did above, 
we find that the production percentage of cotton yarn stands 
at 144; cotton cloth, 161; flour, 106; refined sugar, 100; 
ipaper, 234; cigarettes, 145; matches. 111; etc. 

In industrial development, the ratio in the output of 
capital goods and of consumer goods has undergone a 
change in these three years. In 1949, the output in capital 
goods constituted 32.5 per cent of the total value of industrial 
•output, while that of consumer goods was 67.5 per cent. In 
1952, however, the output in capital goods has increased to 
43.8 per cent of the total, while the output in consumer goods 
bas decreased to 56.2 per cent. 

In these three years, thorough democratic reforms have 
been carried out in State-owned factories, mines and'other 
•enterprises, and a new management system suited to Socialist 
production relations was established in State-owned enter¬ 
prises. 
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Oi^ the basis of these democratic reforms in State-owned 
enterprises, emulation drives, campaigns for rationalisation 
proposals, and the movement to increase production and 
practise economy have been conducted step by step among 
the broad masses of workers; a system of business accounting 
has also been introduced. There is a great upsurge in the 
study of advanced Soviet experience in our industrial enter¬ 
prises. 

As a result, production in our State-owned enterprises' 
was quickly rehabilitated and the working efficiency of the 
workers was greatly raised. 

The figures for industrial output mentioned above also 
include the output of privately-owned enterprises. After 
liberation, relations between labour and capital in these pri¬ 
vately-owned enterprises have undergone a tremendous 
change; the system of management in these enterprises has 
been improved, and the workers are much better off than be¬ 
fore. 

In the present stage of China’s development, privately- 
owned enterprises are still permitted to exist, but State- 
owned enterprises keep increasing in proportion. Among 
the 1949 total output of industrial goods, those from private¬ 
ly-owned enterprises constituted 56.2 per cent, while those 
from State-owned enterprises were only 43.8 per cent. But 
in the 1952 total output of industrial goods. State-owned 
enterprises have constituted 67.3 per cent, while privately- 
owned enterprises only 32.7 per cent. This does not imply, 
however, that privately-owned enterprises do not show any 
development in their absolute output figures. As modern 
industry occupies only a small proportion in the national 
economy of China, the development of private enterprises is 
necessary within certain limits. State enterprises will, how¬ 
ever, be granted a wider scope and the proportion will grow 
continuously to assure their leading role. 
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We have also achieved remarkable results in the fields 
of communications and transport. More than ten thousand 
kilometres of railways have been restored, and an additional 
length of 1,267 kilometres of new railways built during the 
past three years. At present, a total of 23,785 kilometres 
of railways is in operation. Besides, 32,438 kilometres of 
highways were repaired and 11,000 kilometres of new routes 
added since 1949. The total length of highways now in ser¬ 
vice has reached 107,438 kilometres. The scheduled volume 
of railway transport in 1952 will be 161 per cent of the highest 
pre-liberation level; and that of highway transport, 112 per 
cent. 

With regards to domestic trade, the stagnation of urban- 
rural interflow, created by long years of war and currency 
inflation under the reactionary Kuomintang regime, has al¬ 
together disappeared as a result of our efforts in the promo¬ 
tion of exchange of commodities between the cities and the 
countryside on a nation-wide scale. The total volume of 
domestic trade in 1951 was 130 per cent that of 1950, while 
the 1952 figure is expected to be 170 per cent that of 1950. 
With the assistance of the Soviet Union and the People’s 
Democracies, foreign trade has also increased from year to 
year. 

As in the case of industry, changes have also been re¬ 
gistered in the ratio between State and private trade. I^e- 
cords show a great development in both State and co-opera¬ 
tive trading during these three years. As a result, ratio be¬ 
tween State and private trade has changed from 44.4 against 
55.6 in 1950, to 62.9 against 37.1 in 1952. 

In the field of finance, all local finances have been put 
under the unified control of the Central People’s Govern¬ 
ment. This has greatly contributed to remarkable improve¬ 
ments in the financial situation of the State and enabled it 
to facilitate developments in the national economy. . 
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Both the total income and total expenditure of the State 
have been increasing in each one of the past three years. 
•Compared with the State’s actual revenue and expenditure 
in 1951, the estimated income and expenditure for 1952 will 
increase 41.66 per cent and 55.52 per cent respectively. 
Within the total income of our State, the profits from State- 
owned enterprises and the depreciation reserve fund are in¬ 
creasing in proportion year by year. Owing to the develop¬ 
ment of industry and commerce, the proportion of agricul¬ 
tural revenue has been relatively low in the total income of 
the State. To facilitate the recovery of the countryside and 
to enhance the peasants’ initiative for production, we have 
from 1952 cut down the rate of tax on agriculture to lighten 
the peasants’ burden. 

As stated before, the income and expenditures of our 
State approached a balance in 1950. Later, owing to the 
-frantic aggression by American imperialism, we had 
to exert great efforts in reinforcing construction for national 
defence and In resisting American aggression and aiding 
Korea. Nevertheless, national finances in 1951 and 1952 
iiot only maintained their balance in income and expendi¬ 
ture, but even scored a surplus. We were able thus not 
only to stabilise completely our currency and commodity 
prices but also to invest in necessary measures for the res¬ 
toration of our economy. In 1952, expenditures in our na¬ 
tional budget for economic, cultural, and educational con- 
-atruction amount to over 50 per cent of the total. 

All this shows that our national economy is completely 
restored, and that we are taking big steps forward on the 
'road to construction and prosperity. 

Our material and cultural life, as well as public health 
work for the people of our nation, all shows conspicuous im- 
liprovements during the past three years. The achievements 
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in our national economy are very conspicuously reflected In 
the improved living conditions of the people. 

In 1952 the average wage increases for workers and staff 
members in various areas of the country ranged from 60 to 
120 per cent over 1949. The wage income of workers has, 
generally, reached or even exceeded the level prior to the 
War of Resistance to Japanese Aggression. Throughout the 
country, factories, mines and other enterprises each employ¬ 
ing more than one hundred workers and staff members have 
since 1951 all put into practice the Labour Insurance Re¬ 
gulations. 

The people’s purchasing power has risen greatly. In 
1951, the purchasing power of the people throughout the 
country was about 25 per cent above what it was in 1950. 

Sales in the main categories of consumer goods have 
risen considerably. For example, sales in cotton yarn in 
1951 were 32 per cent above 1950; estimated sales in 1952 
are expected to have another increase of 30 per cent above 
1951, or 59 per cent larger than in the peak year under Kuo- 
mintang rule. The amount of coal sold in 1951 was 15 per 
cent above 1950; for 1952, sales are expected to be 22 per 
cent above the figure of 1951, or 41 per cent above sales in 
the peak year under Kuomintang rule. 

The amount of grain put on the market in 1951 by the 
State was 70 per cent above the amount in 1950. In 1952 
this amount is expected to be 59 per cent higher than supplied 
in 1951. Total sales of other items on the market—like piece 
goods, meat, cigarettes and table salt—all exceed the peak 
year under Kuomintang rule by a wide margin. 

Our educational work has undergone reforms and 
developed. Living expenses are paid by the State for all 
students of institutes of higher learning, technical secondary 
schools, noraial schools, and short-term secondary schools 



for workers and peasants. Greater numbers of secondary 
school students are now receiving allowances so that the 
children of workers and peasants also have the chance to 
receive higher or secondary education. 

The number of students during 1952, compared with the 
highest figures under the Kuomintang (taking its peak year 
as 100), may be listed as follows: students in institutes 
of higher learning, 218,000 or 169.9 per cent; students in 
middle schools, 3,070,000 or 163.9 per cent; and primary 
school pupils, 49,000,000 or 207 per cent. 

In the fields of press and publication, in motion pictures,, 
in broadcasting and other types of mass cultural activities^ 
we have achieved great progress also. A movement is now 
under way throughout the country to wipe out illiteracy. 

Considerable development is shown in public health 
work, in the gradual extension of medical care and sanitation 
to industrial and mining areas, as well as the countryside. 
By the end of 1951, 91.2 per cent of the counties in tiie whole 
country has set up health centres. A patriotic health and 
sanitation drive was launched during the Movement to Re* 
sist American Aggression and Aid Korea by the people 
throughout the country to combat the bacteriological war¬ 
fare waged by American imperialism. Within six months 
great piles of rubbish which had lain around for years were 
cleared away; innumerable filthy ditches were cleaned up; 
and flies, mosquitoes and rats eradicated in many cities and 
villages, thus contributing to the people’s health conditions. 

Needless to say, with further development of our eco¬ 
nomy, the scope of cultural and educational work in our 
country will be enlarged. 

Achievements on all fronts during the past three years- 
show that the stage of national rehabilitation is over, andt 
large-scale economic construction is soon to begin. 
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Planned economic construction will begin in 1953 in 
conditions where the Movement to Resist American Aggres¬ 
sion and Aid Korea will be continued and national defence 
further strengthened. 

Our rapid and gigantic achievements during the past 
three years in rehabilitation work on all fronts are insepar¬ 
able from the selfless help by our great neighbour, the So¬ 
viet Union, and from the fraternal co-operation of the Peo¬ 
ple’s Democracies. Such help and co-operation will play an 
important part also in our future construction work. 

For our Party and our people as a whole, large-scale 
economic construction will be a new task. We realise that, 
in order to do things well, the most important thing is to 
learn, especially from the Soviet Union. As Comrade Mao 
Tse-tung points out in his famous work. On People’s Demo¬ 
cratic Dictatorship: “We must overcome all the difficulties 
and learn the things we do not understand .... The Com¬ 
munist Party of the U.S.S.R. is our very best teacher, and 
we must learn from it.” This is what Comrade Mao Tse- 
tung taught us three years ago and shall remain to be our 
guide. Generally speaking, we have not yet mastered con¬ 
struction techniques. But we firmly believe that if we ad¬ 
vance according to Comrade Mao Tse-tung’s directive, we 
shall certainly overcome all difficulties in economic construc¬ 
tion, transform China into an industrialised country, collec¬ 
tivise our agriculture on a greatly developed industrial basis, 
and march steadily forward towards Socialism. 
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The Great Victory in Land Reform During the 
Past Three Years 

Liao Lu-yen 

Deputy Secretary-General of the Government Administration 
Council of the Central People's Government 

(September 28, 1952) 

The land reform movement has, in the main, been com¬ 
pleted throughout China. During the past three years the 
reform has been carried out in areas with a rural population 
totalling 300 million. Added to the rural population of the 
old Liberated Areas where land reform was completed before 
1949, this amounts to over 90 per cent of the nation’s total 
rural population. Apart from national minority areas like 
Sinkiang and Tibet, and Taiwan which is still awaiting 
liberation, the land reform has not yet been carried out in 
areas embracing a rural population of only thirty million. 
But it will be completed in these areas within this year or 
before the spring plowing next year, at the latest. In the 
agricultural areas of the national minorities in Sinkiang^ 
land reform is to be carried out in this winter or next spring. 

At long last, the peasants of China who suffered from 
heavy burdens under feudalism for two thousand years and. 
more, are emancipated. Once beasts of burden of the 
landlords, they now are rulers of the countryside. Once 
slaves of the land, they have become its masters. Thia 
tremendous, historic victory is a victory of unflinching and 





dauntless struggle waged by the Chinese working class and 
Its Party—the Communist Party—which led the peasants and 
fought together with them for thirty years. It is a victory 
of Mao Tse-tung’s teachings—the victory in China of the 
theory on the peasant problem evolved by Marx, Engels, 
Lenin and Stalin. 

How Success Was Achieved 

How has it been possible, within this short period of 
three years, to complete the work of land reform in rural 
areas populated by 300 million people? 

Firstly, by the unequivocal implementation of the general 
principle and policy concerning land reform laid down by 
Chairman Mao Tse-tung and^the Central Committee of the 
Chinese Communist Party—a policy of relying on the poor 
peasants and farm labourers, uniting with the middle peas¬ 
ants ^nd neutralising the rich peasants, in order to wipe 
out the system of feudal exploitation systematically and 
discerningly, thus paving the way for the development of 
agricultural production. 

The practical experience acquired in the land reform 
movement has fully confirmed the fact that the landless or 
land-hungry poor peasants and farm labourers, who con¬ 
stitute 70 per cent of the rural population, are the mainstay 
■of the movement. They were the most active and most 
resolute in the land reform struggle. They form the majority 
of leaders in local peasant associations. It was by reliance 
on them that feudalism was successfully eliminated. Poor 
peasants and farm labourers acquired a share of land 
equivalent to about 90 per cent of the average amount of land 
owned by a person in their locality; their urgent demand 
for land was thereby basically satisfied. 



The interests of the middle peasants who constitute 20 
iper cent of the rural population also received strict protection 
during the reform. Article 7 of the Agrarian Reform Lout 
stipulates: “The land and other properties of middle peas¬ 
ants (including well-to-do middle peasants) shall be protected, 
from infringement,” This article has been strictly observed 
everywhere. The land of middle peasants exceeding the 
average land holding in the locality was left intact, while . 
those middle peasants who owned insufficient land received 
additional fields. Thus, the average per capita amoun^' of 
land owned by the middle peasants, as compared with pre* 
land-reform days, has increased. Also, the middle peasants 
in general benefited greatly ffora the movement, launched on 
the eve of land reform, to overthrow local despots, to reduce 
rents and have deposits for rented land refunded. Further- ' 
more, the peasant associations ruled that middle peasants 
should constitute no less than one-third of their leading 
members All this served to ensure solid unity between thi 
farm labourers, the poor peasants and the middle peasants, 
forming a united front which embraces more than 90 per cent 
of the rural population. This policy enabled the poor {teas-' ■ 
iints and farm labourers to avoid isolation; it isolafted the^ 
landlords only and ensured the success of the land reform!''' : 

Regarding rich peasants, a policy of preserving their , 
economy has been followed. Article 6 of the Agrarian 
Reform Law stipulates that “land owned by rich peasanM' 
and cultivated by themselves, or by hired labour, and thebr 
other properties shall be protwted from infringement." 
This alsp has been strictly observed everywhere. After tiie 
land reform, the amount of land owned by each rich peasatti 
is, in general, about twice tile average per capita amotint of 
land owned in his locality. In some places, small amountit 
of land rented out by tiie d<di peasants even were emeimpteti 
irom requisition, and alkuved to remain in IMr hand&: In 



the land reform struggle this undoubtedly helped to neutralise 
the rich peasants, who had formerly been the consistent allies 
of the landlord class, isolated the landlords still further, and 
hence facilitated the elimination of the latter as a class. 

As a result of the land reform, the landlord class was 
eliminated but individual landlords were not. According to 
Article 10 of the Agrarian Reform Law. landlords were also 
given shares of land equal to those the other peasants re¬ 
ceived, to enable them to reform themselves through labour. 
A distinction was made between the feudal land and property 
of the landlords and the industrial and commercial enter¬ 
prises which they concurrently operated, and these were ac¬ 
cordingly dealt with separately. Such industrial and com¬ 
mercial enterprises, as ^11 as the land and property directly 
used in their operation, were not confiscated. Only those land¬ 
lords and local despots who had committed heinous offences 
and crimes involving death and had incurred the wrath of 
the people, and law-breaking landlords and local despots 
who had resisted or sabotaged the land reform were dealt 
with according to law and, in the more serious cases, given 
capital „ punishment. This played a certain role in dis¬ 
integrating the landlord class, weakened its resistance, and 
was therefore beneficial to carrying out the land reform. 

The strict adherence to, and correct application of, the 
general principle and policy of Jand reform and its embodi¬ 
ment, i.e., the Agrarian Reform Law, ensured that this 
unprecedented victory could be achieved. 

Secondly, the principle of mobilisation, under guidance 
of the masses on a broad basis was strictly adhered to, so 
that unity resulted between the core of the leadership and the- 
masses. ’ 

Land reform is a fierce class struggle. It can be carried 
out thoroughly only by freely mobilising die broad masses of 
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peasants, only if they go voluntarily into action to confiscate 
the land of the landlord class and distribute it to the landless 
and land-poor peasants. Such mobilisation must go hand in 
hand with guidance, which educates the masses to understand 
the policy and which acquaints them with government poli¬ 
cies and laws, so that these can become their weapons in 
struggling against the landlords. 

For this intensive mobilisation work, land reform work 
teams were organised in large numbers—more than 300,000 
persons each year—in various parts of the country and sent 
to the countryside. Then these work teams visited a number 
of the poorest and most oppressed and encouraged them to 
reveal their sufferings, thus, in turn, inspiring others to pour 
out their grievances; they helped convene the peasants’ 
representative conferences, and set up short-term training 
classes for the active elements. They thereby helped organise 
the peasants on an extensive scale, step by step, and develop, 
out of small groups of poor peasants and farm labourers, 
mass peasant associations which included the middle peas¬ 
ants. The peasants were educated, and their class con¬ 
sciousness developed, through representative conferences 
and mass meetings where they were encouraged to 
speak in public about their past sufferings. Government 
policies were explained to them to raise their political aware¬ 
ness and their understanding of policies. Then the peasant 
masses went voluntarily into action—they waged a fierce, 
face-to-face struggle against the landlord class, forced the 
landlord class to bow before the might of the masses, con¬ 
fiscated its land, draught animals, farming implements and 
grain, and distributed these to the landless and land-poor 
peasants and to tiiose lacking means of production, thus 
effecting the land refbrm. 

The experience of these past three years has taught us 
&at, without ihe free mobilisation of the masses erf peasants, 
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land reform cannot be truly and effectively realised. Without 
such mobilisation, the simple reliance on laws to carry out 
from above a so-called “peaceful land reform” or “official 
land reform” could not have really overthrown the landlord 
class; could not have carried through the land reform, let 
alone consolidating the results of the land reform. 

Thirdly, a broad anti-feudal united front was formed io 
the cities and the countryside. Not only was a united front 
formed in the countryside between the poor peasants, farm 
labourers and middle peasants who together constitute more 
than 90 per cent of the population; not only were the small 
land lessors protected and the rich peasants neutralised; but 
the workers, employees and young students of the cities also 
supported the land reform. Many college professors went 
to the countryside to observe or participate in the work. 

At the same time, through implementation of the policy 
of protection of industry and commerce, many industrial and 
commercial capitalists who were connected with the system 
of feudal exploitation were also drawn into the anti-feudal 
united front. Even some of the enlightened gentry among 
the landlords, who formerly opposed Chiang Kai-shek’s reac¬ 
tionary rule and imperialist aggression, and who now actively 
support the cause of people’s democracy, the people’s demo¬ 
cratic dictatorship and the lapd reform, participate in the 
movement, in the work of the People’s Government aiid the 
people’s organisations. This means their continued co-opera¬ 
tion with us. 

The most extensive anti-feudal^ united front was 
established through strict enforcement of these land reform 
policies. The landlords were thus effectively isolated, and 
the successful completion of land reform further facilitated. 



The New Face of the Countryside 

The land reform has produced great economic, political 
and cultural gains and brought about rapijl changes. After 
its completion, the countryside has assumed an entirely new 
appearance. 

The peasants, after acquiring land and other means of 
production and subsistence, have laboured tirelessly. As a 
result, agricultural production has been speedily' restored 
and developed, and the peasants’ living conditions con¬ 
spicuously improved. 

About 300 million peasants, including those in the old 
Liberated Areas or between 60 and 70 per cent of the nation’s 
agricultural population, have received economic benefits from 
the land reform. Some 700 million mou of land have been 
distributed. Before the land reform, the landlords had col¬ 
lected annually more than 30 million tons of grain from the 
peasants as rent for farming these 700 million mou of land; 
Now these peasants pay no longer any rent to landlords, nor 
do they labour for them. 

Tilling their own land, the peasants today are launching 
large-scale patriotic emulation campaigns to increase produc¬ 
tion. They are working for their own welfare as well as for 
the nation’s reconstruction. Tens of millions of peasants 
have actively joined mutual-aid teams and agricultural pro¬ 
ducers’ co-operatives. They have sold some of the means of 
production acquired and have bought large numbers o! 
draught animals, waterwheels, and new types of farm imple¬ 
ments to improve and expand their farming activitira. 
Farming technique has been gradually improved and agribtd- 
ture in general rapidly restored and developed. The total 
yield of the nation’s production of grain in 1951 was 28 per 
cent i above that of 1949. This year’s yield is estimated to 
1^ 40 per cent higher than the 1949 figure, thus es^ceeding Uie 
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smaximum annual pre-war (1937) production by 9 per cent. 
The 1951 production of cotton and other kinds of industrial 
raw materials surpassed the highest records in Chinese his¬ 
tory. With the development of agricultural production, the 
living conditions of the peasants have naturally also improv¬ 
ed. In many places, where the number of middle peasants 
was formerly only 20 per cent of the rural population, it is 
now about 80 per cent, while the number of poor peasants and 
farm labourers has dropped from about 70 per cent to 10 
or 20 per cent and is decreasing year by year. 

The land reform has greatly raised the political con¬ 
sciousness of the peasants. TTie broad masses of peasants 
have become the mainstay of the people’s rule in the country¬ 
side. Thus the people’s democratic dictatorship and the 
alliance between workers and peasants have been con¬ 
solidated. 

Since the land reform, the broad masses of peasants have 
shown an even deeper love for Chairman Mao Tse-tung, the 
"Communist Party and the People’s Government. 

Tempered in the land reform struggle, large numbers 
of active elements have emerged from among the peasants. 
In 1951, in the East China area alone, more than 300,000 
peasants joined the New Democratic Youth League of China. 
The members of peasant associations in East, Central-South. 
Southwest and Northwest China number more than 88 mil¬ 
lion, of whom about 30 per cent are women. On the whole, 
Ihe peasants have established their supremacy in the vil¬ 
lages, where the peasants’ associations now enjoy high 
prestige and exert real political power. The peasants have 
tdisarmed the landlords and, instead, armed themselves. 
Lawless landlords who refuse to remould themselves through 
labour are put under surveillance. The peasants have become 
real masters of the countryside. Meanwhile, the system 
of the people’s representative conferences has been establi^- 
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ed, strengthened and consolidated on the basis of the peas-- 
ants’ representative conferences which developed during the- 
land reform. This has made possible the firm establishment 
of the people’s democratic dictatorship in the countryside and- 
the democratisation of the whole nation. 

Land reform has accelerated cultural development in' 
rural areas. Primary schools and primary school pupils in- 
the countryside have greatly increased in fiumber. The num¬ 
ber of primary school pupils throughout the country, at the 
beginning of the autumn semester this year, stands at 49- 
million, or 65 per cent of the total number of school-age chil¬ 
dren. The pupils of primary schools now include a number 
of students who are past school age. The number of adult- 
peasants entering winter schools is increasing every year. 
Many of the winter schools have, in fact, become regular 
spare-time schools. Literacy classes, newspaper reading 
groups and blackboard newspapers have been established' 
even in the remotest villages. In response to the peasants^ 
pressing demand for raising their cultural level, preparations' 
on a nation-wide scale are being made for the extensive in¬ 
troduction this coming winter of Chi Chien-hua’s quick; 
method of learning Chinese characters for wiping out illiter¬ 
acy. These measures will lead to a cultural awakening of- 
the countryside following the completion of land reform. 

The Successful Completion of Land Reform and die 
Nation’s Industrialisation 

Large-scale economic construction is about to begin in¬ 
pur country. The basic completion of land reform on a 
nafion-wide scale has been one.pf the prerequisites for this. 

The practice of the past three years has proved that land 
reform greatly accelerates restoration and development of 
a^icultural production, ensures an adequate supply of gp-^n- 



for the nation and increases the production of industrial raw 
materials. The purchasing power of the peasants has also 
rapidly risen. In 1951, the purchasing power of the people 
throughout the country was about 25 per cent higher than in 
1950. Take, for instance, the sales of the following daily 
necessities: in 1951, the sale of cotton yarn and cloth had 
increased 10 per cent over 1950; cigarettes, 14 per cent; 
matches, 20 per cent; sugar, 44 per cent; kerosene, 47 per 
cent; and tea, 70 per cent. 

This shows the upward trend in the peasants’ purchasing 
power after land reform. The yearly increase in agricul¬ 
tural production and the steady rise in the peasants’ purchas¬ 
ing power will provide an extensive home market for the 
industrial goods of our country. With land reform complet¬ 
ed, the peasants are marching forward along the path of 
organising fheir labour as directed by Chairman Mao Tse- 
|ung. The movement for agricultural mutual aid and co¬ 
operation has developed much more rapidly, especially during 
the past year. In the old Liberated Areas in Northeast and 
North China, 60 per cent, and in certain cases more than 
^0 per cent, of the total labour force are organised, while in 
fhe areas of East, Central-South, and Southwest China, 
where liberation came relatively later, from 25 per cent to 
about 40 per cent are organised. Between one and two 
thousand agricultural producers’ co-operatives have been set 
up in Northeast as well as North China. The move¬ 
ment for agricultural mutual aid and' co-operation, which is 
rapidly growing in the countryside, will further increase our 
agricultural productive force, develop agricultural produc- 
lion and give greater impetus to the industrialisation of our 
country. When China is industrialised, we will be able to 
adopt ruechanised farming. The peasants of China wili forge 
^head along this path towards a bright and prosperous 
future. 
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The Restoration and Development of Our 
Industries in the Past Three Years 

Li Fu-chun 

(October 2, 1952) ' 

I 

Under imperialist encroachment and the bondage of the 
feudal system, China had through the past hundred yeafs and 
more remained an industrially backward nation. Before the 
War of Resistance to Japanese Aggression (1937), the value 
of products manufactured by modern industries was onl;^ 
about 10 per cent of the total value of the nation’s productl^ 
Among the industries then existing, those operated with the 
investments by imperialists and Kuomintang bureaucratic 
capitalists occupied a monopolistic and dominating position. 
The young and weak national industries were suppressed and 
could not grow. Thus, China had become the long-term 
dumping ground for the imperialists’ merchandise and the 
object of their aggression. 

In the war continuing for more than ten years, most 
serious damage was done to factories and mines, many im¬ 
portant ones being totally destroyed by the reactionary Kuo¬ 
mintang troops when they retreated. ’ Compared with the' 
highest production on record, output in 1949 was as follows: 
coal output more than one half lower; that of iron and ateel 
r^uced by more than 80 per cent; textile products reduced by 
hmre than one quarter. Generally speaking, production had 
on an average decreased about 50 per cent. But under Ihe 



leadership of the Communist Party of China and through a 
long period of arduous struggle, the Chinese people eventual¬ 
ly uprooted the reactionary Kuomintang regime, pushed the 
aggressive imperialist powers out of ChinS and established 
a democratic, independent and unified new China. With 
boundless courage and enthusiasm, the Chinese people after 
their great victory in revolution lost no time and embarked 
upon economic rehabilitation and reform. 

II 

In March 1950, the Central People’s Government began 
most energetically to bring under unified control throughout 
the nation both revenue and expenditure and to stabilise the 
currency and commodity prices. The rapid success of this 
work was the starting point of the nation-wide restoration and 
development of production in public as well as private indus¬ 
tries. With revenue and expenditure approaching a balance 
^nd the gradual stabilisation of the currency and of com¬ 
modity prices, the Government was enabled to invest large 
amounts of capital in State-owned industrial and mining 
enterprises. These enterprises were also enabled to 
adopt a system of business accounting, to begin map¬ 
ping out production plans and to undertake various reforms. 
At the same time, privately-operated industries were enabled 
to regulate their production independent of the control by a 
speculators’ market, and to proceed along lines of benefit to 
the natfon’s economy and the people’s livelihood. 

Since we took over our State-owned industrial and mitr¬ 
ing enterprises from the reactionary Kuomintang govern¬ 
ment, from war criminals and traitors, it was necessary far 
us to rely upon the masses of workers to carry out democratic 
reforms, so that the old, corrupt organs of industrial manage¬ 
ment would be radically reconstructed. Irrational features 
in the system of manag«nent, aimifig at ihe^ oppression 
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workers, were abolished; counter-revolutionary elements hid¬ 
ing in factories and mines were purged, and the feudal des¬ 
pots, deeply hated by the workers who had hitherto been 
oppressed by them, were wiped out. Old technical person¬ 
nel were united and remoulded; they came to serve the peo¬ 
ple consciously. 

The preliminary success attained by these democratic 
reforms made possible a further step towards reforming pro¬ 
duction. Irrational methods of industrial management were, 
abolished, a rational wage system and a system of respon¬ 
sibility in production introduced; production plans were 
mapped out; technical standards set up; and costs of pro¬ 
duction were strictly calculated so that the management of 
our industries could gradually adopt a system of busi¬ 
ness accounting. All these measures were introduced 
and carried out amidst enthusiastic production cam¬ 
paigns, helped on by the workers’ ingenuity and passed on 
in group discussions. On the basis of the above-mentionej^ 
achievements, we further launched the patriotic Movement lb 
Increase Production and Practise Economy which, aside from 
improving methods of industrial management, enhanced fur¬ 
ther the creative power and labour enthusiasm of the working 
class. Last year alone, 2,380,000 workers participated in the 
patriotic production emulation movement. During the first 
half of this year, over 80 per cent of the staff members and 
workers in industrial establishments participated in this 
movement. They continued to make all sorts of rationalisa¬ 
tion proposais, thus giving full expression to the superiority 
pf State economy which is of a Socialist nature. < 

In the course of democratic and production reforms 
and the Movement to Increase Production and Practise 
Economy, standards were continuously raised for the various 
types of production quotas. At first, quqtas‘ set were based 
upon the highest records of former times. But these recmds 
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Were soon broken by the production efficiency of the masses 
of workers, as a resuit of their new labour enthusiasm and 
creative spirit. In the past three'^ears the old standards of 
production quotas have been left far behind. Comparing 1952 
with 1949, the working efficiency of electric installations, for 
example, has risen 82 per cent; the ratio of actual production 
to potential production in State-owned collieries from 30 to 
75 per cent; the average daily production rate of each colliery 
worker from 0.33 to 0.62 tons of coal. The working efficiency 
of blast furnaces in China is approaching that of the Soviet 
Union. In the machine-making industry, the high-speed and 
the multi-tool cutting methods we have mastered are increas¬ 
ing the efficiency of various types of lathe four or fivefold. 

Again, comparing 1952 with 1949, the production rate 
of each spindle has increased 15 per cent, and that of each 
loom 26 per cent; the number of spindles operated by one 
fine-yarn worker Is now 800, instead of the previous 250; each 
worker now takes charge of 24, instead of 4 ordinary looms, 
while the number of automatic looms operated by one worker 
has increased from 10 to 32. The production of new items 
has greatly increased in all industries. Many things which 
could not be made ip China before, such as iron rail, various 
types of lathe, mining machinery, mammoth sluice-gates, 
looms, etc. can be manufactured here now. What has beetr 
said above is merely a glimpse of the achievements attained as 
a result of the innumerable new working methods evolved and 
new records made in various industries. Through these 
achievements, the rate of production has risen rapidly in 
these various industries, while costs of production have 
systematically been reduced. 

The Chinese working class is industrious as well as 
intelligent. Countless numbers of labour heroes have 
appeared in the upsurge of ^e production movement. New 
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production records, new working methods, and new techni¬ 
ques are continuously emerging in the various production 
departments. The names of workers like Chao Kuo-yu, Pan 
Chang-yu, Ma Heng-chang, Ma Lu-hai, Su Chang-yu, HP 
Chien-hsiu, etc. are household words throughout China and 
these labour heroes are much loved and admired by the 
people. Their technical innovations and new working me¬ 
thods have not only saved billions of yuan’s worth of wealth 
for the nation, but, through nation-wide popularisation of 
their advanced methods and techniques, production rates have 
greatly increased in various industries and the speed Of 
development of these industries has been accelerated. 

As to privately-operated industries, the guidance and aid^ 
received from State-owned enterprises—especially through 
contracts for processing and orders for goods—have effec¬ 
tively influenced their restoration and development. The 
Government is letting processing work be done by privately- 
operated factories, and is giving them orders for goods, ai 
the same time regularly supplies them with adequate raw 
materials, and ensures the successful distribution of their 
finished products. Owners of private enterprises can, there¬ 
fore, freely develop their production according to Govern¬ 
ment plans. At the same time, the workers reorientate their 
relations with the capitalists according to the principle of 
“benefit to both labour and capital”, and establish the labour- 
capital consultative system on the principle of equality. This 
greatly enhances the productive labour energy of the workm. 
who, in turn, help the owners of enterprises to develop pro- 
'diiction in various practical ways. 

Ill 

Owing to the correct leadership of Chairman Mao Tse- 
tupg, to the efforts of the working class and the people^ 
goi^mmeints at all levels, and to the readjustment of i^a- 



iions between labour and capital and between public and 
private enterprises, the production in factories and mines 
throughout the nation has during these three years surpassed 
that of the best pre-liberation days. The following figures 
show these three years’ recovery and development in produc¬ 
tion in the nation’s main industries: 



Peak 


1952 


Pre-liberation 

1949 

Planned 


Production 

Production 

Production 

Electricity 

100 

72 

115 

■Coal 

100 

45 

90 

Petroleum 

100 

38 

136 

Pig-iron 

100 

11 

104 

Steel ingots 

100 

16 

155 

Steel 

100 

18 

167 

■Cement 

100 

31 

148 

Cotton Yarn 

100 

72 

144 

■Cotton cloth 

100 

73 

161 

Paper 

100 

90 

234 

Cigarettes 

100 

83 

145 

Matches 

100 

85 

111 

Flour 

100 

78 

106 


From the above figures regarding some of our main pro¬ 
ducts, we see that in 1952 industrial production, with few 
exceptions, will surpass, and even greatly surpass, that of the 
best pre-liberation years. Needless to say, this will help-raise 
the proportion of modern industry in our national economy. 
Because our State-owned industries are of a superior, a 
Socialist nature, they develop very fast. However, with the 
assistance of State-owned enterprises, privately-owned indus- 
-tries have also reached a remarkable development during the 
past three years. 

; The structure of our industries has, too, undergone 
a definite transformation in the past three years. Heavy 



industry, particularly the manufacture of steel and ma¬ 
chines, has developed more than light industry. The rate 
of self-sufficiency in various types of machinery and indus¬ 
trial equipment is daily increasing. Thus the proportion of 
heavy and light industries in the total value of production 
has also undergone a change. In 1949, the ratio between 
capital and consumer goods was 32.5 per cent to 67.5 per 
cent; in 1952, it is 43.8 per cent to 56.2 per cent. 

IV 

Following the recovery and development of industry, 
workers’ wages and working conditions in both public and 
private enterprises have also made headway. In 1949, the 
real wages of staff members and workers in Northeast China 
rose 27 per cent; in 1950, 12.5 per cent; in 1951, 15 per cent; 
and in 1952, the average wages of workers throughout the 
nation are 60—120 per cent above those in 1949. In 1952, 
the average wages paid in terms of commodities by all 
Stale-owned factories and mines are about 75 per cent higher 
th*an in 1949; if the various types of welfare work are taken 
into account, then the wages the workers actually receive 
are still higher. 

On February 26, 1951, the Central People’s Government 
promulgated the Labour Insurance Regulations. All factories, 
both public and private, employing more than 100 people 
are required to put these regulations into practice. The 
nation has now 3,020,000 workers enjoying the various 
privileges granted by these Labour Insurance Regulations. 
If we also count the families of workers affected, the number 
Of persons enjoying these privileges amounts to more than 
ten million. Conspicuous improvements have been made in 
working conditions in factories and mines. For instance, at 
present all those working underground in State-owned ^al 
hiines get more than three cubic metres of fresh air per 
miftute. Accidents, injuries and deaths happen mwA less 



frequently than before. Hospitals, clinics, rest homes, and 
nurseries have been set up for almost all factories and mines<. 
The number of cultural, educational, and recreational workers' 
establishments like clubs, theatres, cinemas, night schools for 
staff members and workers, schools for their children, and 
short-term middle schools for workers and peasants, has also 
been rising continually. Beginning in 1951, living quarters 
have been built for workers on a large scale. Within two or 
three years, the housing problem of all workers in the nation 
will be solved in a systematic way. But our work of con¬ 
struction has just begun, and our most important task now 
is to accumulate large funds for long-term and large-scale 
economic construction. For this reason, the workers’ living 
standards must be raised and their working conditions 
improved in co-ordination with the level of our present econo¬ 
mic development. The Chinese workers understand clearly 
that a more beautiful and prosperous life in future is impos¬ 
sible without the country’s industrialisation. 

V 

During the past three years, we have overcome all 
difficulties in restoring our industrial production through the 
brilliant leadership of Chairman Mao Tse-tung, the labour 
enthusiasm of the-working class, and through the’ help 
rendered by Soviet experts. Through the “San Fan” and 
”Wu Fan” movements* this year, we completed basically 
our democratic reform, made some headway in improving 
methods of business management, and were able to remould 

* In December 1951 the *'Saxi Tan** movement was launched against 
the **three evils’* of corruption, waste and bureaucratism among 
workers in government institutions and State enterprises. The **Wu 
Fan*’ movement was launched at the same time among private busi* 
ness circles against the **flve vices**, namely: bribing of peracftmtH 
in government and public organs, tax evasion, theft of State proper^, 
cheating on government contracts and stealing economic information 
for private speculation. 
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•the ideology of technical personnel. For the above reasons, 
•the work of restoring and reforming the people’s economy 
has been successfully completed, and financial and economic 
conditions in our nation are fundamentally turning for the 
better. Thus, on the basis of preparations made during 
these three years, we must and can undertake large-scale 
economic construction which is soon to begin. 

For us, large-scale industrial construction is a new type 
of work. The difficulties confronting us are very many. 
Although our country is exceedingly rich in natural resources, 
the Kuomintang reactionary government never really did 
anything to survey them properly. In this respect, we have 
during these three years made conspicuous progress, but we 
are still far from being able to satisfy the demands of our 
large-scale industrial construction. We lack the competence 
of planning; we lack the experience of planning large-scale 
industrial and mining enterprises conforming to advanced 
technical standards. To be able to do this, we have to learn 
assiduously. Solely relying upon our own resources, we 
are still unable to supply the mechanical equipment needed 
for large-scale industrial construction. This problem must 
t)e solved step by step in the course of developing our heavy 
industries. We also lack all sorts of technical personnel for 
industrial construction: we have yet to exert great efforts in 
training such personnel. Aside from this, we must continue 
to accumulate capital through increase of production and 
practice of economy so as to provide funds for the needs 
of our large-scale economic construction. Thus, in industrial 
construction, it is necessary that we should perform the 
following tasks properly: 

1. We should try to complete production reforms 
•tbroug^ the Movement to Increase Production and Praetiae 
Economy which is still gaining momentum. All Jactorles 
and mines must come to adopt or strengthen their i^s- 
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tern of business accounting, readjust the various types 
of technical and economic targets, tighten up financial 
control, establish the system of cost accounting, try to increase 
production, improve the quality and quantity of their pro¬ 
ducts, reduce production^ costs, readjust and reinforce 
mechanical equipment, and continue to raise the technical 
level. 

2. To further unfold the superiority of the New-Demo¬ 
cratic economy, a unified and centralised system of adminis¬ 
tration must be established. From now on, we must continue 
to develop the planned and unified character of State economy 
and consolidate its leadership over private enterprises. To 
attain this end, we must gradually head toward a high degree 
of centralisation and unification in our production tables, in 
the even distribution of materials, in industrial management, 
and intensify planning and statistical calculation. 

3. In order to continuously improve our methods of 
leadership and of production, to raise the level of work and 
technique of staff members and workers, we must sum up at 
an appropriate time and popularise the rich experiences 
gained by the masses of staff members and workers in pro¬ 
duction and work and study the advanced methods of the 
Soviet Union. This summing up and popularisation of 
advanced experiences are the main factors ensuring the con¬ 
tinuous and accelerated progress in our work; they are also 
the main methods of State-owned enterprises in learning 
from the creative wisdom of the masses and in making full 
use of their power. 

4. We must strengthen our basic construction work. 
We must make great efforts to increase the efficiency of our 
geological organs, and accelerate their work of surveying 
all the important resources of the nation. With the help qf 
Soviet experts, we must establish and strengthen organs of 
planning, and increase our competence in planning. We 
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must reorganise our organs of construction, increase our 
competence in construction work; we must have an overall 
plan for the appropriation of construction materials, so as 
to ensure the completion on time of all basic construction 
work. We must marshall and expand our ability to manu¬ 
facture machines. We should attempt to rely upon our own 
resources in solving the needs of our large-scale industrial 
construction. To do this extensive and complicated work 
well, we must ask our leading personnel to pay special 
attention to the work of basic construction and to strengthei» 
the power and organisation of leadership in the various units 
and departments of basic construction. 

5. To meet the needs of large-scale industrial construc¬ 
tion, we must train cadres and large numbers ot 
new technical personnel. We must continue to reform the 
old technical personnel, enabling them to serve the people 
whole-heartedly. We must ’ learn from advanced Soviet 
experiences and adopt Soviet technical standards. We must 
raise the cultural level pf the workers and peasants as a 
whole, enabling them to accept more readily scientific 
technique and advanced experiences and further developing 
their production potential. 

Our victory on the economic front during the past three 
years has been tremendous. But what we did in the past 
was, in the main, economic rehabilitation and reform. To 
turn from rehabilitation to construction, we shall hereafter 
meet wltH many new problems which make it necessary for 
us to start learning from the beginning. How to carry out 
basic construction will be the most important and the most 
complicated part of what we have to learn. To learn basic 
construction, we have to specialise and delve deeply into 
the subject we are learning.’' In his article On Peoples 
Democratic Dictatorship, Chairman Mao Tse-tung pointed 
put long ago: 



We must overcome all the difficulties and learn the 
things we do not understand. We must learn to do 
• economic work from all who know the ropes, no matter- 
who they are. We must respect them as teachers, 
learning from them respectfully and earnestly. We must 
not pretend to know when we do not know. We must 
not put on bureaucratic aifs. If one bores into a subject 
for several months, for a year or two, or perhaps even 
three or five years, one will eventually master it. 

At first some Communists in the Soviet Union were 
also unable to handle economic matters, and the imperi-' 
alists then also looked forward to their failure. But 
the Communist Party of the U.S.S.R. emerged victorious. 
Under Lenin’s and Stalin’s leadership, the Soviet 
Communists have been able not only to conduct a 
revolution but also to carry out construction. They have 
already built up a great and glorious Socialist state. 

The Communist Party of the U.S.S.R. is our very 
best teacher, and we must learn from it. The situation 
at home and abroad is in our favour. We can rely 
entirely upon the weapon of the people’s democratic 
dictatorship, unite all the people throughout the country, 
except the reactionaries, and march steadily towards Ouir 
goal. 

If we strivejo forge ahead according to the insitructions 
of Chairman Mao Tse-tung, we will be 9 ble to accomplish 
the glorious task of industrialising our State and gradually 
moving towards Socialism. 



Mew China's Achievements in Agricultural 
Production During the Past Three Years 

Li Shu-cheng 
Minister of Agriculture 
(September 26, 1952) 

Under the leadership of Chairman Mao Tse-tung, the 
Chinese Communist Party and the Central People’s Govern¬ 
ment, the Chinese people are embarking on a hercule^in 
task of national construction. Already they have gained 
sweeping victories on all fronts in the past three years. A 
brief account of the achievements in agricultural production 
will bear this out. 

Thanks to the strong support given by the People’s Gov¬ 
ernment and through the efforts of all peasants, agriculture 
has been restored throughout the country not only to the 
level reached before the Anti-Japanese War, but has even 
surpassed it. This is an achievement worth commendation. 
As a result of this achievement, the material and cultural 
life of the broad masses of peasants is remarkably improved, 
and a firm foundation has been laid for the full development 
•of our national economy. 

In anticipation and celebration of the third anniversary 
of our National Day, and in order to appreciate more fully 
the significant results in agricultural production, it is neces¬ 
sary to review the conditions of three years ago, to remember 
how low agricultural output was when we began to restore 
production. 
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In over ten years—from the outbreak of the Anti-Japan¬ 
ese War to the liberation of the whole country—the peasants^ 
had suffered serious losses in the means of production^ 
through the destruction caused by the Japanese invaders 
and the lawless behaviour of Chiang Kai-shek’s troops. By 
1949, the country’s livestock was reduced by 16 per cent; 30* 
per cent of principal farming implements had been destroyed. 
The masses of peasants who were suffering cruel suppres¬ 
sion and exploitation had neither an incentive nor the 
ability to expand agricultural production. Therefore,, 
throughout the country its level had dropped year after year. 
By 1949, the year of liberation, food production was down 
to 74.6 per cent of the pre-war level; cotton production to 
52 per cent. 

After liberation, the Central People’s Government built 
on this foundation of iow production and rural disintegration 
a movement that carried the peasants of the whole country 
along at a great pace in a tremendous undertaking towards 
recovery. In every one of the past three years, the trend 
has been towards increased agricuitural production. Taking 
the volume of either foodstuffs or cotton production in 1949 as 
100, foodstuff production increased to 117 in 1950, to 128 in 
1951, and may be around 140 this year; cotton production 
was 159 in 1950, 252 in 1951, and may reach 300 this year. 
Judging from growing crops and yields in different regions at 
present, the production plan for this year can be fulfilled and 
even exceeded. Thus, our production of foodstuffs will be 
9 per cent above the pre-war level, cotton over 50 per cent. 
Compared with 1950, the production of tea will this year be 
increased by two and a half times, tobacco by two times, and 
silk by 50 per cent. There has also been a marked increase 
in fruit growing; the production in oranges, for instance, is 
doubled. 
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Our livestock industry has also progressed noticeably 
in these three years. Big animals have increased by 26 per 
cent; sheep by 42 per cent. Owing to effective measures in 
the prevention of animal disease, the incidence rate has been 
dropping each year. Since 1949, over forty million head 
of cattle have been treated for prevention or cure of disease. 
Rinderpest which used to be common over a wide area is 
basically wiped out. 

Great strides have been made in the rehabilitation and 
development of the marine products industry. In 1949, the 
country’s total fishery output had dropped to about 30 per 
cent of the pre-war level. Since the establishment of the 
Central People’s Government, special efforts have been made 
to help fishermen resume production and to abolish the feudal 
system which exploited them. Consequently, our fishery 
output has increased threefold during the past three years. 
A new flourishing atmosphere now prevails in new China’s 
marine products industry. 

How has it been possible for our agriculture, marine 
products industry and livestock industry to make such a rapid 
recovery and to develop so quickly in just three years? We 
must realise it is due to the correct leadership of the Chinese 
Communist Party and the Central People’s Government that 
we have been enabled to put into effect a series of policies 
and undertake work aimed at developing our agricultural 
production. These policies and undertakings have, in the 
main, been the following: 

In the first place, we earned out systematically a nation¬ 
wide land reform and, thereby, liberated the productive forces 
of agriculture. As the broad masses of peasants becaihe^ 
masters of their own land, their enthusiasm to produce rose 
to unprecedented heights, and they were able to bring about 
the rapid improvement of botii agricultural production and 
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their own livelihood. Take the place of origin of many over¬ 
seas Chinese as an example—almost half of the peasant 
population in Shanya village, Chingkiang County, Fukien 
Province, are relatives of men who have gone overseas. Prior 
to the land reform, most of these villagers lived on sweet 
potatoes. Now that they till their own land, rice has become 
their regular staple food. This year, the yield of rice crops 
was 30 per cent higher than in the days of reactionary Kuo- 
mintang rule. In areas where the land reform was com¬ 
pleted earlier, the yield was even more remarkable. 

Following improvements in the material life of the 
peasant masses, their cultural level is also rising. Already 
in the first half of 1951, 250,000 winter schools and 150,000 
regular people’s schools served the rural areas throughout 
the country. Many mutual-aid teams and agricultural pro¬ 
ducers’ co-operatives now subscribe to newspapers and 
magazines. Facts prove that the land reform has been the 
basic factor in the rapid recovery and development of agricuP 
tural production. 

In the second place, we have carried out Chairman Mao 
Tse-tung’s directive towards organisation. At present, 
around 40 per cent of the peasants in the whole coimtry have 
joined the various kinds of mutual-aid teams. Over 4,000 
agricultural co-operatives have been organised and more than 
a dozen collective farms set up in different places. The more 
advanced forms of co-operative organisation prove superior 
in the mode of production and give a higher yield of agricul¬ 
tural crops. As the form of organisation progresses usually 
step by step from the elementary to the more advanced, it 
keeps pace with the peasants’ needs and with the level of 
their political consciousness. Organisation brings masses of 
peasants together for work to develop production. This 
policy differs fundamentally from capitalist methods through 





which the life of a few improves, while that of the many 
deteriorates. Our policy assures the peasants of an uni¬ 
versally hig^ production in which the largest numbers receive 
the greatest benefit. In order to educate the peasants in 
collectivism, fifty-two large, mechanised State farms have 
been set up as examples in different parts of the country. 
Although these farms are still in the experimental stage, 
they point to a bright future in developing agricultural pro¬ 
duction. 

Thirdly, we have set policies to encourage agricultural, 
production. Many poor peasants have been granted loans ^ 
during the past three years, to enable them to secure farm 
animals, implements, seed and fertilisers. A rational price 
policy and an equitable policy for government purchases ia 
bulk assure the peasants of reasonable profit for their agri¬ 
cultural produce and for the products of their subsidiary oc¬ 
cupations. Marketing and supply co-operatives have been 
organised far and wide throughout the land to supply peas¬ 
ants with industrial goods and serve as links between cities 
and rural areas for the interflow of commodities. 

Besides, our tax policy aims to make the peasants’ burden 
reasonable: our policy of encouraging the peasants to grow 
bumper crops contributes to their increased yield. 

Fourthly, we have shown the peasants how to overcome 
natural calamities with determination. In the past, long 
reactionary rule had resulted in the destruction of forests 
and damage to dykes so that the elements were a serious 
menace to agricultural production. During the past three 
years, the Communist Party and the Central People’s Govern¬ 
ment have led the people in the construction of large-scale 
water conservancy works, have built and repaired dykes and 
irrigation ditches through mass campaigns, and thus averted 
drought and floods. Not only have the Yangtse and Huai 



Rivers been brought under control, but we have improved and 
expanded the total irrigated area into 220 million mou of 
farmland. In the past three years 120 million people were 
mobilised in the campaign against insect pests. They worked 
hard for the prevention of insect pests on 540 million mou of 
land, so that losses equivalent to 30,000 million catties of 
grain were prevented during this period. 

In the fifth place, we have been working towards im¬ 
provement of techniques through mass movements. Under 
the slogan “from the masses and unto the masses” we have 
aimed at combining scientific techniques in agriculture with 
the peasants’ production experiences, and been able to achieve 
some basic improvements. Mass campaigns were launched 
for the accumulation and use of fertilisers, for the selection 
and soaking of seed, and for the prevention of insect pests. 

The country’s fertilised area has increased 15 per cent, 
while 30 per cent more fertilizer is being used. Foodstuff- 
growing areas sown with better seed now extend over 
200 million mou. Half of our total cotton-growing area is 
now sown with seed of superior quality. Methods of cultiva¬ 
tion have also improved, both through advanced peasants’ 
individual efforts, or collectively on farms. Soviet methods 
of close-planting and deep-ploughing have been applied. At 
the same time, much valuable experience has been gained 
in the following: special soil preparation, fertiliser applica¬ 
tion, selection and sowing of seeds, inter-row cultivation, 
irrigation and the prevention of insect pests. As a result, 
excellent examples of bumper crops were reported from 
many parts of the country in the period under considera¬ 
tion. 

For intsance, in 1951, Chu Yao-li created a new record 
In Shansi Province by harvesting 912 catties of cotton per 
mou; Yang Cheng-ju had a yield of 1,620 catties of rice from 
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every mou of his paddy fields in Hopei Province; this year, 
the Laiwii Farm in Shantung Province obtained 915 catties 
of wheat per mou; and on dry fields the Agricultural Pro¬ 
ducers’ Co-operative under Wei Min-piao in Shansi Province 
harvested 732 catties of wheat per mou. We must also mention 
that a unit of the People’s Liberation Army stationed on the 
northern bank of the Kaitu River in Sinkiang Province, 
brought the wheat output to 1,377 catties and 11 ounces per 
mou on a total of 10.78 mou of fertile land, thus setting up 
the highest record for wheat production in the history of 
China. All these successes pave the way for further applica¬ 
tion of scientific techniques in agriculture over wider and 
wider areas. 

Finally, it must be stated that a patriotic emulation drive 
for increased production is gaining momentum in China’s 
rural areas. This drive has been inspired by the people’s 
victories in the three great movements: the suppression of 
counter-revolutionaries, the Movement to Resist American 
Aggression and Aid Korea, and the land reform. The 
patriotic emulation drive is the concrete manifestation of the 
unprecedentedly high political consciousness and labour 
enthusiasm on the part of the masses of peasants; it is a 
tremendous upsurge in labour productivity initiated by tens 
-of millions of agricultural producers. We can clearly see 
from this upsurge that the productive force in China’s agri¬ 
culture is now ever increasing, that the latent potentialities 
in production are gradually being fully exploited and that 
these potentialities are becoming a most important factor in 
raising our production. It is quite obvious that our rural 
economy is at present gradually moving forward towards a 
future of boundless joy and prosperity. 

Although the upsurge in agricultural production has 
been great during these past three years, we have barely 



exceeded the highest level of production under backward 
conditions in the semi-feudal, semi-colonial old China. We 
can therefore not rest satisfied on these achievements. We 
must still be highly confident and be more active in the under¬ 
taking of large-scale agricultural construction, in order to> 
achieve the gradual industrialisation of our country, make our 
great Motherland still richer and stronger, and make the lives 
of our people happier and more prosperous. Under the bril¬ 
liant leadership of Chairman Mao Tse-tung and the great, 
glorious and correct Communist Party, under the superior 
system of the people’s democratic dictatorship, the people of 
China know that they are moving towards a bright and 
happy future. 



Great Achievements in China’s Water 
Conservancy Work During the 
Past Three Years 

Fu Tso-yl 

Minister of Water Conservancy 
(September 26, 1952) 

1. Introduction 

The Chinese people have made tremendous achieve¬ 
ments in water conservancy work during the past three 
years. Thanks to the efforts of the entire people, great im¬ 
provements have been made on all river courses grossly neg¬ 
lected by the reactionary Kuomintang regime. The danger 
of disastrous floods which were a scourge to the Chinese peo¬ 
ple for thousands of years has been basically removed, and 
normal agricultural production and the security of the peo¬ 
ple’s livelihood are now assured in a major part of China. 

In 1949, more than 100 million mou* of land were flooded; 
this figure was reduced to about 60 million mou in 1950; to 
about 21 million mou in 1951, while by September 20 this 
year, it had, been reduced to some 16 million mou. These 
figures indidate that the flood areas in China are being 
rapidly reduced every year. 

Great progress has also been made in water utilisation 
in the past three years. By June, 1952, the irrigated acreage 

* Ona mou equals one-lttteenth of a hectare. 



in North China had doubled as compared with 1949. In the 
Northwest, where rainfall is scarce, each peasant now owns 
an average of one mou of irrigated land, whereas in 1949 
there were only two mou of irrigated land on an average to 
be divided among three peasants. The irrigated area of the 
country has increased by about 49.5 million mou, while more 
than 184 million mou of land have been freed from drought 
as a result of an increased and better-regulated water sup¬ 
ply. 


China’s water conservancy work during these past three 
years has been planned to assist the rehabilitation and deve¬ 
lopment of agriculture. At the same time, since 1951, we 
have passed from projects dealing with the local control 
of rivers to the regulation of their entire courses; from the 
merely negative action of eliminating disasters to the active 
utilisation of water resources for the promotion of the peo¬ 
ple’s welfare; from flood prevention to the harnessing and 
utilisation of flood waters. The construction of a large num¬ 
ber of reservoirs has enabled us to employ water for multiple 
purposes. In addition to the irrigation of farm lands, we 
have also been working on the construction of hydro-electric 
plants and on the improvement of inland navigation. Still 
greater progress will be made in these directions in order 
to meet the needs of China’s industrialisation. 

It is not an easy thing to have brought about such 
changes in a vast country like China which has so many 
rivers and where the distribution of rainfall is so uneven. 
About 20 million people took part in water conservancy 
work in the past three years. According to incomplete data, 
they moved in this period 1,700 million cubic metres of earth¬ 
work, equal to the digging of ten Panama Canals or 23 
Suez Canals. In addition, many construction projects have 
been undertaken. 
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II. The Harnasinjr of Wvere In the Past Three Years 

Between 1949 and 1952, we have repaired and streng’- 
thened moSt of China’s 42,000 kilometres of dykes. Wotk 
is already under way to bring under complete control the 
entire courses of the more wayward rivers such as the Huai, 
‘the Yi and Shu in East China, the Yungting, Tadiing, and 
<ihaopai in North China. Temporary but effective measure 
Slave been carried out to avert disastrous inundations in the 
valleys of the Yangtse and Yellow Rivers, since the com-; 
plete harnessing of these two great rivers will takl Quite' 
a long time. , 

Chairman Mao Tse-tung himself initiated new China’s 
first great water conservancy project—the harnessing of tl» 
Huai River. This project embraces the entire Huai valley, 
and its purposes are manifold. It aims to rid &e Huai 
valley—an area of some 220,000 square kilometres with a 
population, of approximately 60 million—of the menace of 
fiood once and for all. At ihe same time, advantage will be 
taken of the waterflow of the Huai River to irrigate abcHit 50 
tnillion mbu farni land, improve 2,000 kilometres of navi- ' 
^able waterways and establish a number of hydro-electric, 
-stations to nxet the power demands of industry and ag^icul- * 
fitre. 

In order to reach'these goals, three types of construe- 
iion work are being undertaken. The first is the building 
^ reservoirs. This calls for the buildihg of thirteen reser¬ 
voirs on the upper reaches of die Huai tributaries and wat^ 
^detention projects at seventeen takes and swamps aldhg fife 
Huai channel. These projects, capable of holdhig 20,069 
’ inillibn crfiic nietres of water, will control aiid r^atb 
dire v^ihime of'flow of Ote Huai River. Th^ wRf 
-vent innndattunl daring the flood season and supply a 

denmnds of hYfgi^^, 



The second type« of work is tiie improving of river 
courses including the dredging of old channels, the excava¬ 
tion of new ones, the strengthening of dykes and their re¬ 
construction further back from the river banks to allow the 
river more room in times of flood. This will enable both 
the main stream and its tributaries to carry off the flood 
waters after part of them have been diverted into the re¬ 
servoirs and detention basins. The projects will also restore 
rained drainage systems over vast stretches of land, put 
an end»to floods and the inundation of millions of mou of 
farm lands. 

The third type of work is the development of water 
ccmservancy projects. By utilising the water detained iB' 
the reservoirs and lakes, irrigation as well as hydro-electric 
projects can be supplied with water. Twenty-five million 
mou will be assured an unfailing water supply by the main- 
North Kiangsu irrigation canal which flows out of Lake 
Hungtse. The navigational system of the Huai River can 
be made more effcient by constructing locks and by dredging. 
When the Huai* River, the main North Kiangsu irrigatioif 
canal, the Grand Canal and the Yangtse River are linked up 
in the future, inland steamers will be able to sail from* 
Shanghai to the Lunghai Railways iiKthe north, the Yellow 
Sea in the east and the Peking-Hankow Railway in Honan. 
Province in the west. 

i 

» 

The Huai River project was started in the winter of 1950^ 
and is now approadiing its third year. Three reservoirs 
and fifteen flood detention projects have been constructed* 
to contain 16,000 million cubic metres of water. Qver 2.190 
kilometres of dykes along the river and its tributaries have 
been repaired; the dredging of 2,880 kilomeh'es of river 
channels has ended with more than twenty tributaries either 
i^oroughly or partly dredged. The constp&tidn of the ITO- 



kilometre main North Kiangsu irrigation canal and the main 
sluice-gates have also been completed. 

One hundred and thirty-eight culverts have been con¬ 
structed as part of the work of flood detention, irrigation, 
dyke-repairing and dredging. The Junhotsi flood regulating 
system on the Huai River, the head-gate at Kaoliangc^ien, 
distribution gates at the Grand Canal as well as the control 
gates on the East and West Fei Rivers are ail projects with 
sizable sluice-gates. These constructions have freed the 
people of the Huai valley from recurring floods. Even though 
the flow of water should reach the highest yet recorded, these 
constructions guarantee that the main areas will not be 
affected. These constructions have laid the foundation for 
full exploitation of the water resources of the Huai valley. 
The entire project will be completed in 1955. 

The treachery of the Yellow River is a by-word all over 
the world. Records'of the past 2,500 years show that 
breaching, of dykes occurred, on the average, four times 
every ten years. Since the liberation of large areas in the 
lower reaches of the river in 1947, several big floods have 
been successfully averted by the combined efforts of the 
people. Their efforts have involved a total of more than 52 
mtllion cubic metres of earth*work and more than 1,700,000 
cubic metres ,of masonry work. As a result, in the three 
provinces of Honan, Pingyuan and Shantung which lie 
across the lower reaches of the Yellow River, the main dykes 
totalling 1,300 kilometres in length are now 1.5 to 2.5 metres 
hij^er than the highest water level ever recorded. Except 
for the Litsin section in Shantung, all temporary bank pro¬ 
tection works have now been replaced by permanent masonry 
woths. Tile method of dfiliiiig steel wires into tiie dykes 
td test whether there are hollow spaces in ffiem, invented 
by a pe^apint named Qiin Chao in Pingi^an Provlni^, ^ 
peeii widely applied on the dykes of ttie Yellow River. Tlie 
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more than 30,000 holes of rats and badgers discovered have 
been filled up and repaired, making the embankments 
stronger than they have ever been before. 

In order to control big flood waters and to avoid damage 
caused by ice blocks on the lower reaches at time of thawing, 
a flood-retarding basin between the Peichinti and Yellow 
River dykes and a spillway in Litsin County, Shantung Pro¬ 
vince, were built in 1951. 

The greatest recorded floods of the Yellow River occurred 
in 1933 and 1942, the former being the biggest as far as 
the volume of water is concerned. With the completion of 
the Peichinti flood retarding project, it is quite certain that 
no serious catastrophe will occur even if flood waters like 
those of 1933 recur. The dykes on the section of the Yellow 
River from Tsinan to Haikou were liable to be breached be¬ 
cause in the spring, when the thaw sets in, the water flowing 
down from the upper reaches was blocked by the ice which 
still clogged the lower reaches. The spillway project at 
Litsin County in Shantung Province has initially solved this 
problem. However, preparatory work for the complete con¬ 
trol of the Yellow River is now under way. 

The Yangtse River is less treacherous than the Yellow 
River. But history shows that, on an average, a relatively 
big flood occurred once every ten years. However, it is 
hard to harness because of the large volume of water it 
carries, particularly along the section known as the Ching- 
kiang in Hupeh Province which is its most treacherous part. 

Dyke-repaiiing work along the middle and lower reaches 
of the Yangtse River during the past three years involved 
over 217 million cubic metres of earthwork. The dykes along 
the Yangtse River itself are a firm guarantee against iU'' 
undation, even if the water level reaches tiie river’s highest 
level (registered in some sections in 1931 and in others iii 



1949). In order to prevent breechings along the Chingkiang^ 
section, the Chingkiang flood diversion project was begun an^ 
completed this year. This involved the strengthening of the- 
114-kilometre Chingkiang dyke along the northern bank 
of the Yangtse River and the construction of a flood deten¬ 
tion basin on 921 square kilometres of lowlands south of the- 
Yangtse, east of the Hutu River, north of the Anhsiang River " 
and west of the Chingkiang dyke. Two sluice-gates, one- 
1,054.375 metres in length to let the Yangtse River waters 
into the detention basin and another 336.6 metres in lengtlr 
to act as a regulator, were built. Should a flood as big as 
that of 1931 occur, the flood detention basin will store part' 
of the waters of the Yangtse River and thus lower its water’ 
level to manageable proportions, ensuring the safety of the- 
people living on both banks. 

The valleys of the Yi and Shu Rivers in East China are- 
traditional flood areas. Formerly, these rivers aS well as- 
the Wen and Shih Rivers used to join the Huai River and 
empty their waters together into the sea. But owing to* 
the fact that the Yellow River repeatedly flooded into the 
Huai River area and silted up its waterways, these rivers 
no longer had adequate outlets to the sea. They flooded 
into one another on their lower reaches so that if the water 
level Of one river rose, the others would do likewise.' The 
areas constantly ravaged by flood amounted to more than; 
16 piillion mou. 

Between 1949 and 1952, the people in Northern Kiangsm 
and Shantung Provinces successfully cut a new 180-kilo- 
meh-e river-bed for the Yi River and a new 69-kilometret 
river-bed for the Shu River, thus providing them with their 
own outlets tp the sea. Genera] dredging and rcmovating 
have been carried out along die tributaries of diese two 
rivers so as to avoid flood. To improve the navigatiiuial 
facilities of fee. Grand . Canal, Huaiyin lock has; 



b«en repaired, and a new one built at Chaohochen. Aa a 
result, not only were bumper harvests gathered in these 
areas in the past two years, but the middle reaches of the 
<irand Canal, which was devoid of traffic for a century, were 
improved and opened to navigation. 

The five rivers of the Pai River system all emptied into 
the sea via the Hai River at Tientsin. The waters of the 
upper reaches of these five rivers run verysSwiftly, and the 
volume of flow is greater at its peak than the Hai River 
can deal with. As a result, the scourge of flood has been 
^ common disaster in Hopei Province. Thorough improve¬ 
ments of the Chaopai, Yungting and Taching river courses 
have been undertaken. 

Preliminary measures to prevent the over-flowing of the 
flood waters of the Chaopai River were accomplished with 
the completion of a new channel in the lower reaches of 
that river in 1950. The construction of a rese^oir at its 
upper reaches is now being planned. 

Dykes have been repaired and strengthened on the 
lower reaches of the Yun^ing River, while the work of soil 
conservation has been started in its upper reaches. In 
addition, it is planned to build three reservoirs, the con¬ 
struction of the largest of which, the Kuanting reservoir, 
has already begun, and will be basically completed before 
the start of the flood season of 1953. )^en reservoir 
is finished, the menace of floods along the Yun^ing River 
will be in the main eliminated. The reservoir will generate.. 
electric power, supply industry in the cities witti water ond 
increase the irrigated acreage. 

A diversion channel has been built on the lower teacher 
of the Taching River and a part of the project for the buildir^ 
of sluice-gates and dams was completed in 1951; by 1955/ 
the whole project will be completed. A resServoir. will be 



built on the upper reaches. Sub-surface drilling and oUier 
preparatory work are now being carried on. 

Dykes and embankments along the Pearl River in 
Kwangtung Province and the Han River in Hupeh Province 
have also been repaired or strengthened. Along the sea 
coast of Chekiang Province, Kiangsu Province and the city 
of Shanghai in East China, there are sea-dykes totalling 
576.43 kilometres in length, protecting more than 14 million 
mou oi cultivated land along the coast. During the rule of 
the Kuomintang reactionaries, these sea-dykes were neglect¬ 
ed and became dilapidated. In the past two years, how¬ 
ever, they have been repaid and. strengthened by the 
People’s Government. They withstood the heavy typhoon 
of July this year, and ;it is certain that there will be no 
breaches even if the force of the typhoon reaches eight or 
even ten numbers (Beaufort wind force scale), i.e., 62-74 
kilometres per hour to 89-102 kilometres pdr hour, and even 
if the water rises to the high flood-mark recorded in 1949. 

III. Reduction of Flood Areas 

As a result of these gigantic water conservancy pro¬ 
jects and the efforts made by flood-prevention organisations, 
the area subject to flood is diminishing yearly. 

Apart from the repair and strengthening of dykes and 
other works along the rivers, another important factor In 
our victories over the flood menace is that the people of 
the entire country have joined in energetic and concerted 
efforts for the prevention of floods. This important role 
played by the people is also characteristic of the production 
front In new China. 

^ cause of floods in China alrnig many 'Hvers 

fa Jhe accumulation of silt. Silt brought down by. flowing 
;^$%s niak4s^^^^^^^ rivers shallower and shallower in j^e 
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Hower reaches and, as a consequence, the river channels 
become treacherous. Under the assault of the flood waters, 
^^e dykes become weaker and weaker. To prevent soil 
erosion by flood water, it is necessary to undertake affore¬ 
station, the planting of grass, improvement in the metiiods 
of cultivation, the repair and building of check-dams and 
terracing of land. Such methods were well-known to con¬ 
servancy experts in the past, but they could never be realised 
in old China, as they can only be accomplished under gov- 
•ernment leadership and with the active and prolonged 
..participation of large numbers of people. 

Since the founding of th» People’s Government, tens of 
'thousands of check-dams have been repaired and built by 
-peasants organised under the leadership of the locdl 
people’s governments along the upper reaches of the Yi 
■ and Shu Rivers ^n Shantung Province, the Taching River in 
'Hopei Province,*the Liao River in the Northeast, the Yellow 
River in the Northwest, the Yungting River in Chahar Pro¬ 
vince and the Huai River in Honan Province. The work' 
of reafforesting mountain areas has also been undertaken 
in co-ordination with the various departments of forestry. 
The deyelopment of this work has proved to be helpful in 
the struggle against flood, and it will play a still greater 
role in the future. 

Another immense task undertaken by the masses is the 
'wo;-k of preventing floods in the flood season. In the past 
three years, flood prevention headquarters under the personal 
guidance of the responsible government leaders have been 
set up in most parts of the country where floods are likely 
•to occur. The people have been mobilised to participate in 
the work of checking the dykes and in other flood-prevention 
tasks. In addition, a network of organisations yhich give 
•timely flood warning to the people has been se( up through¬ 
out the country in co-ordination with the posts and telegraph 



departments. The people are thus organised to keep vigilant 
guard during the flood seasons, so as to prevent any breach*r 
Ing of the dykes. 

Effective flood-prevention projects and a ramified net¬ 
work of flood-control organisations combine to make possible 
the gradual diminution of the flood areas in China^ and 
they have been an important guarantee in the rapid restora¬ 
tion and development of China's agricultural production. 

IV. Speedy Development of Irrigation Projects 

The liberates Chinese people have done a great deal 
in their work of developing irrigation, increasing production 
and preventing drought. 

During the past three years, 358 modernised irrigation 
projects have been built throughout the country; they give 
added insurance against drought. The project to divert 
water from the Yellow River into the Wei River (known as 
the People’s Victory Canal), for example, is now supplying 
water to 480,000 mou of land and is expected in the near 
future to irrigate more than one million mou. With die 
deficient waterflow of the Wei River improved, the ent^e 
waterway from Hsinhsiang to Tientsin,* a length of 900 
kilometres, has been made navigable the whole year round. 

The four great irrigation systems at Tungliaoho, Pan- 
shan, CKahayang; and Kuochienchi in the Northeast are now 
capable of supplying water to over 600,000 mou of farm 
. land and are to be expanded to supply more than' four million 
mou. The Huangyang flood control system in Suiyuan I^- 
vince improves the water supply and regulation of die 
Huan^si Channel, the Yangchia Channel and the Ula River\ 
jtihannel. Thus, not only can the flirdat of floods be eliminai^ 
dd, .but the irrigated area can also be ^adupily extended" to 
indre than otie^ million mou. Owing to irrigation constructloa. 



on the Sangkan, Hun and Yu Rivers in Cbahar Province, 
facilities are provided, by utilising flood water for irrigation 
purposes, to irrigate more than 300,000 mou of farm land, an 
area that will gradually be extended to 980,000 tnou. The 
newly built water conservancy works on the Hutuo an(i Hsiao 
Rivers and the Tsetang Channel ip Shansi Province are cap¬ 
able of irrigating more than 600,0(W mou of fafm land. By re¬ 
gulating and extending the Ching, Wei, Lo, Han, Po and 
Hsu channels in Shensi Province, the irrigated area will 
be enlarged by more than 500,000 tnou. In Sinkiang 
Province, where the People’s Liberation Army has taken an 
active part in the cultivation of the land, irrigation projects 
have made even greater progress. The main work of the 
North Kiangsu irrigation canal on the Huai River has been 
completed; but, as branch canals have not yet been built, 
these figures could not be include in the above-mentioned 
total of modern irrigation constructions. 

Meanwhile, many local people’s governments have en¬ 
couraged the masses to repair and build small-scale irriga¬ 
tion projects including ditches, reservoirs and embankments 
for storing water. Preliminary figures show that such pro¬ 
jects number more than 3,3^,000. They have, in some 
cases, increased the irrigated area, while in others, they 
have enabled theilpnd originally irrigated to get the proper , 
amount of water for a longer period of time, thus reducing 
the menace of drought. 

Irrigation wells totalling 668,000 have been either 
restored or newly sunk, while 293,000 water wheels hsve 
been loaned to the peasants, enabling them to make 
fuller use of underground water. Mechanical devices of a 
total of 117,500 horse-power have either been repaired or 
newly installed, and4hey have proved to be extremely helpful 
in increasing irrigation and draining flood water caused hy 



the accumulation of heavy rain-waters in low-lying land with-' 
out outlets. 

Another factor to be noted is that under the old reaction¬ 
ary rule, the ditches, ponds, embankments and similar irriga¬ 
tion devices were controlled by the landlords who frequ^tly 
quarrelled among themselves. Because the more infiuential 
landlords had a monopoly on the use of water, there was 
■a great deal of waste in ^e utilisation of the then existing 
irrigation facilities. 

Since the inauguration of the People’s Government, the 
management of irrigation facilities has been greatly im¬ 
proved and democratic reforms have been carried out. The 
adoption of advanced Soviet experience and economy in the 
use of water have already had most beneficial effects on the 
enlargement of irrigation areas. Works of this nature will 
be further”developed in ttie future. 

V. Conclusion 

Achievments spch as we have made in the past three 
years are chiefly nue to the inspiration and leadership giv^ 
hy Chairman Mao Tse-tung, to the Chinese Communist 
Party, to the superiority of New Democracy, to the|! new 
ideas generated under this new political system, to a new 
■attitude towards labour and to new techniques in producticm. 
The advanced experiences of the Soviet Union have also 
played a very important role. 

The liberated prople themselves being masters of their 
productive enterprises—this is a factor which has rapidly 
pushed up production rates. In the past, each worker would 
ilnlsh one or less than one cubic metre of earffiwork per 
•day: but now this rate has in many places risen to four 
'Or five cubic metres, and some working groups or teains 
itave even achieved eight to ten cubic metres. Wifii the 
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h^p of experiences learned from the Soviet Union, the 
Chinese people are quickly mastering advanced scientific 
t^niques. In 1951, the construction of the Junhotsi flood- 
regulating system, controlling the waterflow of the main 
stream of the Huai River, tt^ith a total width of 557 metres of 
openings, took only three months to complete. The Ching- 
kiang flood diversion project on the Yangtse River was com¬ 
pleted in seventy-five'days, although one of its regulators 
measures 1,000 metres in length and another over 330 
metres. 

The appropriations of the People’s Government for water 
conservancy works were 18 times in 1950, 42 times in 1951 
and 52 times in 1952 greater than the largest annual amount 

ever spent by the Kuomintang reactionaries, 

' •• 

Water conservancy works are constructions for peace. 
The colossal sums spent by our Government |On them plainly 
show to the world what the desire of our people is. We 
want to build our own happy life in peace. We have never 
committed aggression against others, and we will resolutely 
oppose any aggression against ourselv^. We stand for 
peace. We will stand together with our peace-loving friends 
all over the world in resolutely defeating the onslaught of 
thetwarmongers and war-makers on peace. 


an 



The People's Railways Since Liberation 

Teng Tai-yuan 
Minister of Railways 
(September 30, 1952) 

Three years have elapsed since the birth of the People’s 
Republic of China. Under the correct leadership of our 
great Chairman Mao Tse-tung, the (Chinese Communist 
Party arid the Central People’s Government, the people’s 
railways, as a component part of the people’s economy, have 
overcome hosts of difficulties, basically completed the work 
Qf > restoration and reform, have Jbuilt and are continuing to 
build new lines one after another, in order of relative im¬ 
portance. Our railways are making an important contribu¬ 
tion toward the development of our economy, toward the 
consolidation of our national defence, for the promotion of 
urban-rural trade, and for the improvement of the people’s' 
material and cultural life. 

The Chinese people’s railways gradually developed 
along with the great victories of the Chinese people in the 
War pf Liberation. While the War of Liberatiotv was still 
going' on, die main task of the Chinese people aaas to strive 
for its complete victory. The staff members and workers 
of the people’s railways, as well as the officers and fi^tars 
of the Railways Engineering Corps in the People’s Liberation 
Army, in a body resolutely responded to, and put into dfect, 
lha call of Chairman Mao Tse^tung, i.e., “Tim trains go 
a^^ever t^ Disregarding the extr^ries of 
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fheat or cold, bombings by enemy planes, and the dangers 
'ilireatening from bandits and secret agents, these dauntless 
•men began the tremendbus job of emergency repairs under 
Ihe correct'■leadership of the Chinese Communist Party and 
Ihe People’s Government, ardently supported by armymen 
*and people everywhere and guided by advanced Soviet ex- 
,perience. 

In 1949 alone, they completed emergency repairs on 
rmore than 8,000 kilometres of railway lines, and on 2,715 
'bridges totalling 90,000 metres in length. In this way, they 
counteracted at the-highest speed the serious damage done 
to the railways by the Kuomintang reactionaries, ensured 
the transport of the big prmy and military supplies, and 
effectively aided the victorious advance of the troops in the 
"War of Liberation. * 

After liberation, with the war victoriously completed, 
"ihe Chinese people entered upon a new era—an era of .eon- 
:Solidation of that victory, and restoration and development 
'Of their national economy. As everyone knows, a country 
with such extensive territory as ours cannot develop econo¬ 
mically without a highly efficient railway transportation 
•system, to link the industrial districts and the extensive 
agricultural areas into an integrated economic whole. For 
this reason, the Government allocated large amounts of money 
‘for the strengthening and improvement of existing railway 
lines, with a view to raising their efficiency and in order to 
•co-ordinate their restoration and development with the 
. overall restoration and development of the people’s economy. 
This task we have now successfully completed. Railway 
transport is now what it never was before. Train speed has 
been considerably increased. Particular mention is due 
here to the construction work done to reinforce and improve 
the Yellow River Bridge on the Pekitig-Hankow lirte. 
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Before liberation, every train passing over this 5-kiIometre 
long bridge had to be pulled by small locomotives. Trains 
•with more than twenty coaches had to be pulled in two parts, 
taking three hours to cross the bridge. After the repair 
work, big locomotives puHing whole trains could safely cross 
the bridge, and the crossing took onjy 22 minutes. Recently 
the time of crossing was cut again, so that a train now 
|)asses oyer the bridge in all of five minutes. This means, 
the speed of transportation over the bridge is now 35 times 
what it used to be. 

During the past three years, the people’s railways entire¬ 
ly eliminated the system of independent, isolated administra¬ 
tion which was common under the reactionary Kuomintang 
rule, and set up a highly unified system of administration 
instead. ,A system of responsibility was adopted in the trans¬ 
portation department, locomotive department, engineering 
-department, and electrical department. A centralised and 
planned system of transportation was adopted to co-ordinate 
with the Government’s plan for urtified economic construction. 
This has continued to increase the efficiency of railway trans¬ 
portation ill China. Take, for instance, the time required for 
■the rotation of rolling-stock, a sure sign of e’lfriciency in rail- 
"roading; In 1950, it required 3.34 days; in 1951, 3.22 days; 
in the first half of 1952 the average time required was only 
:2.90 days. Take again the distance a freight train locomo¬ 
tive travels per day: In 1949, this distance was 278 kilo¬ 
metres; in 1951 it rose to 374.6 kilometres, surpassing the 
highest record in the history of Chinese railways, 254 kilo- 
rnptres, by 47.5 per cent; and in the first half of this year 
lieight train locomotives travelled 416.6 kilometres per day.; 
li^ith regard to the average number of tons carried by a 
irei^t train, the 1951 figures were 8.6 per cent higher 
ill the previous year, surpassing by 48,6 per cent the hi]^test 
^nage oh record in the history of Chinese railways; figures 



for the first half of 1952 showed a further 11.9 per cent increase 
over 1951. With regard to the net v?eight of loads carried 
in freight cars, the figure for July 1952 showed a 6 per cent 
increase over the same month in 1951. With regard to 
locomotives travelling 500 kilometres a day, in April 1952. 
the number of such engines was only 29.5 per cent of the total 
number of freight train locomotiv^, but by July the figure 
had jumped to 43 per cent, , . 

All these figures give powerful proof of the fact that the 
people’s railways have successfully overcome the sloth and 
backwardness in China’s railway system caused by imperial¬ 
ism, feudalism and bureaucratic capitalism, and are rapidly 
reaching higher standards. In '1950, the people’s railways 
made special efforts for the transport of goods. The Govern- ■ 
ment’s whole year plan of transportation of the important 
materials—such as coal, grain, salt, cotton, iron, steel, timber 
and ores—was overfulfilled far ahead of time, thus helping 
a great deal in the stabilisation of prices. In 1951, although 
transportation tasks were 80 per cent heavier than in I95D, 
they were fulfilled ahead of time in close co-ordination with 
the needs for industrial production, irrigation projects and 
agricultural development. Our railways, now running 
smoothly without a hitch, give active help in promoting the 
interflow of goods between cities and countryside. They 
are a spur in our economic development. Their operation 
brings tremendous improvements to the lives of all our peo¬ 
ple, particularly of the peasants. 

In lirie with the Government’s general policy to develop 
production and prosper our economy the people’s railways 
have established low freight rates. For a limited number''(rf 
luxuries, the freight rates are comparatively high. But for 
daily necessities, industrial and agricultural implements and: 



capital goods such as foodstuffs, timber, coal, ores, cement, 
machinery, iron and steel, freight rates are rather low. Since 
coal is the moving force in developing industry, freight rates 
for coal have been reduced below actual transportation cost 
in accordance with the need of the State’s overall economic 
development. For native products and exports, a variety of 
special freight rates favours the shippers of such goods, 
according to the country’s needs and the dhange of sea$ons. 

In passenger transport, the people’s railways have once 
for all abolished the abuses prevailing under Kuomintang 
rule. New and well-repaired coaches have replaced old, 
dilapidated ones; dirt and over-crowdedness are unknown 
now. Dining cars no longer serve first and second class 
passengers only, but are open to .any one travelling by rail¬ 
way. Besides, tickets are far more reasonably priced; they 
are only 33.5 per cent of the fares charged before the Anti- 
Japanese War. Special compartments are provided on many 
trains for women and children, and for non-smokers. In big 
stations waiting rooms have been set up for women and. 
children; there are bookstalls without salesmen—the reading 
public puts down the money voluntarily; and clinics and 
restaurants are also provided. Conductors and attendants 
arc kind and helpful to the ^•issengers. ^ 

Passenger trains Have ajso improved remarkably in 
speed. The express train from Peking to Manehooli now 
takes 11 hours and ,32 minutes less than in 1951. The ex¬ 
press from Pddng to Shanghai is 3 hours and 12 minutes 
faster than in 1951, and 4 houm and 15 mintttes faster than 
the P^ing-Shang^ai Hirpugh train in 1937. The express now 
takes 6 Imurs and 3p minutes less f^rom Pehif^ to reai^ 
Hankow; at compared wtffi 195U And the Shanghal-Cantph 
pxpress talms4 hours and SO minutes less &an in 1951. 
bureaucratic attitude flie railway personnel formeHy^ 



towards consigners of goods has changed to one of friendly 
service and modest listening to the iatter's opinion; thus 
co-operation between the railways and consigners results in 
benefits for all. And since we have established a system of 
full responsibility in transportation, the burdens of consigners 
have been reduced, consquently giving railway transportation 
a further boost. All these developments find unanimous 
approval among the masses throughout the country. 

Since the people’s railways have adopted the principle 
of Socialist industrial management, and initiated the modern 
method of business accounting in the main departments, they 
are not only able to fulfill but have actually exceeded the 
transportation tasks of the country and the financial task 
of bringing income to the State. Whereas under Kuomin- 
tang rule the railways were running into a deficit every 
year, the people’s railways now accumulate enormous wealth 
for the country. 

In order to develop the people’s economy and-to exploit 
the natural resources in China’s vast hinterland, the Central 
People’s Government has, from the second half of 1950 on, 
made large investments for the construction of new lines. 
Following Chairman Mao Tse-tung’s directives—“rely on our¬ 
selves” and “depend on our spited strength and wisdom, 
make use of materials available on the spot”, the. constructioh 
of new railway lines began with ardent mass support and the 
active participation of hundreds of thousands of work^s, 
peasant^ and soldiers. In undertaking these tasks, the 
advanced experiences of the Soviet Union have been assimilat¬ 
ed and employed. Up to August 1952, a total of 1,267 
kilometres of railway lines were ^constructed during the 
past two years. These lines are of extreme benefit to 
the economic prosperity of Southwest and Northwest China. 
Construction on such a large scale could not by any means 
be realised in the old China. Take the Chengtu-Chunc^ng 



Railway for an example: This line is ^ kilometres long^ 
During the past fifty years, from the Manchu dynasty to the' 
period just before the liberation of Southwest China, ,tl|ie< 
people of Szechwan Province had contributed enormous sumS; 
of money and shed much blood, waging heroic and uncom¬ 
promising struggles for the construction of this line. Despite 
all this, not a single rail had been laid by the reactionaries. 
But within half a year after the liberation of the Southwest, 
on June 15, 1950, we started building this line with materials 
provided by our own country. After only two years, the 
entire line was opened to traffic on July 1, 1952. 

The labouring people of China have given expression to> 
their creative power and high labour enthusiasm in the repair 
of railway lines throughout the country. They improvised^ 
many new tools, improved on old ones, and raised the rate- 
of production greatly. In the construction of the Chengtu- 
Chungking line, the workers created the record speed of laying; 
five kilometres of rail per day; and in the construction of a* 
two-kilometre tunnel on the Tienshui-Lanchow Railway line^ 
they achieved the record of boring 8.5 metres per day. 
Through the advanced experiences of the Soviet Union, we 
have quickly mastered the technique of building railways; 
through mountainous areas, thereby laying a good founda¬ 
tion for the construction of railway lines inrthe future. Wlfien-- 
ever a line has been completed and opened to traffic, the peo¬ 
ple come from near and far, greeting the trains with utmost 
joy. They call the railway “the road to a happy life,” and 
manifest infinite loye and gratitude towards Chairman Mao; 
Tse-tuhg, the Communist Party and the People’s Goverur 
ment for these lines. 

The basic reason for all these achievements is that we 
have resoiutidy carried out the gwieral principle of “relying 
on ihe working class, learning from the advanced expwieaces 
^ Soviet Uidon and running the people’s railways well.” 




In the past three years, we have completed mahy democratic 
reforms, eliminated the counter-revolutionaries who had con¬ 
cealed themselves In the ranks of railway workers, abolished 
old oppressive systems and established democratic systems 
of management instead. Moreover, we have promoted a large 
number of the ablest workers to leading positions in produc¬ 
tion. As a result of all this, the creative and labour 
enthusiasm of the working class have been greatly enhanced. 
With the whole-hearted help of Soviet experts, we have over¬ 
come all the obstacles and difficulties in the path of our work. 

A large number of model workers have come forward 
during production emulation drives all along the lines. This 
also is due to the integration of the advanced experiences 
of the Soviet Union with the labour enthusiasm of the work¬ 
ing class. Li Yung, the former locomotive driver of the 
“Mao Tse-tung" locomotive; Kuo Shu-teh, the present driver 
of the “Mao Tse-tung” locomotive; Tien Kuei-ying, the first 
woman locomotive driver in China; and Wang Chin-pin, the 
woman worker on the telephone exchange of the Antung 
Railway line who stayed at her post during a frenzied bomb¬ 
ing raid by U.S. aeroplanes, are all famous model workers 
known to everyone in the country. Apart from these, we have 
Cheng Hsi-kun, Li Hsi-kuei, Yang Mou-lin Snd Kuo Chun- 
lin, who have, respectively, initiated the Cheng Hsi-kun 
method of haulage of bigger loads at an average five hundred 
kilometre daily mileage; the Li Hsi-kuei method of train dis¬ 
patching; the Yang Mou-lin method of stowing and loading; 
and the Kuo Chun-lin method of railway line maintenance. 
These advanced methods are now being popularised tifrough- 
out the land. With the inspiration and guidance of theSe 
labour heroes, railway workers in every part of our country 
have put forward many rationalisation proposbls. In 1959, 
4,972 of these proposals were adopted and put. into prati^re!. 
In 1951, 42,749 rationalisation proposals were put fcH^ard, 
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29,249. of them adopted and widely popularised. In addition, 
3,842 innovations have been made; 7,243 different tools im¬ 
proved; and 6,156 methods of work bettered. The latent 
potentialities of the people’s railways have thus been unfold¬ 
ed; their efficiency has been greatly enhanced and a large 
amount of wealth saved for the State. 

At present, we are pushing with great zeal the movement 
for capacity loading, bigger haulaga and a daily run of 500 
kilometres; the people’s railways will, through this campaign, 
he further improved. Many types of emulation drives are in 
full swing on all lines. This has not only given great impetus 
to the production enthusiasm of the masses, but has also 
-dealt a telling blow to conservatism, thus paving the way 
for more rigorous and better-planned management of the 
people’s railways, and creating beneficial conditions for the 
universal adoption of modern business accounting in China’s 
railway administration. 

China’s railways can look over the past three years with 
pride in the achievements made. However, conditions as they 
are at present cannot meet the needs of the large-scale econo¬ 
mic construction which will start in the nearest future. From 
'now on, we have not only to manage the people’s railways 
in a better way, but the more important task of appropriating 
greater resources to build new lines at a still greater speed 
•confronts us. We must overcome all difficulties in basic 
construction, further develop the people’s economy, cop- 
aolidate our national defence and safeguard world peace. 



The Readjustment' and Development of 
China's Commerce Since 1949 

Yao Yl-Hn 

Vice-Minister of Commerce 
(October 3. 1952) 

The National Day ot this year brings us great rejoicii^g. 
All our people hail enthusiastically the victories and achieve¬ 
ments made on every front of our Motherland during the 
past three years. In June 1950, Chairman Mao Tse-tung 
called on the people and the gov^nments at all levels to 
strive in a common effort for a fundamental turn for the 
better in our country’s finances and economy within three or 
a little more than ttiree years. But Chairman Mao’s call has 
been fulfilled in even less than three years. Land refonii 
has been basically completed; our industrial and agricul¬ 
tural production have been restored and are partially 
exceeding the highest levels on record in Our country’s his¬ 
tory; revenue and expenditure are balancing each other; and 
prices are stable. We have triumphantly accomplished the 
task of economic rehabilitation and laid the foundation for 
large-scale ec(Miomic construction in the nearest fiihire. “ 

Adh^ing to the correct polled of the C^nmon Progrdin^ ; 
me of the Chinese Pieople’s Political Consultative Confer-^ 
once, and ccM'rectly led by our Chaiiman Mao Tse-tfuig and 
Hole’s Qov«nhient, our State, t^ptfative 
; commerce has all deyetoped during tlwse pasl 



three years. They have also played an active role in 
stabilising prices, in encouraging the interflow of goods be* 
tween city and countryside, in expanding market within the 
country, in restoring and enlarging production The fol¬ 
lowing will describe these achievements in some detail. 

1. Prices Are Fully Stabilised 

The first and foremost achievement of the past three 
years is complete stability of prices. 

s During the reactionary rule of Chiang Kai-shek, our 
people suffered terribly from the constant rise of prices. 
Through a policy of endless inflation through which prices 
soared to astronomical heights all over the country, the reac¬ 
tionary government headed by Chiang kai-shek wrecked our 
national economy and exploited the people so that they were 
driven to utter poverty. 

After liberation, price stabilisation was the most press¬ 
ing demand of all. The Central People’s Government, after 
its founding on October I, 1949, made this, therefore, one of 
its most urgent tasks. , But in the period immediately follow¬ 
ing liberation, the chaotic economic situation which had 
drawn the whole of society into its vortex, could not be chang¬ 
ed abruptly, for the toxin left behind by long-term inflation 
was still maliciously potent. As prices continued to fluctuate 
in 1949, we first of all attacked the speculators and' thereby 
gradually managed to curb rapid price increases. In March 
1950, after careful preparations, we undertook administrative 
reforms on a large scale in finance, trade, banking, etc. and 
were able to effect basic stabilisation throughout the country. 
In September 1951, with the leadership of governments at 
all levels. State trading organisations resolutjely carried out 
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'the Central People’s Government decisions concerning price 
stabilisation, thus achieving the further success of chang¬ 
ing basic stabilisation of prices into complete stabilisation. 
Since then our people have been free from the menace 
of rapid price increases which had inflicted losses on them 
for years, and favourable conditions have been created 
for future economic construction. If we take the wholesale 
price index of March 1950 for the whole country as 100, the 
price level in December 1950 was 88.60, in September 
1951 it was 101.30, in December 1951 it fell to 100.30, while 
by June 1952 it had fallen to 95.20. These figures show the 
basic price stability our country reached during the past two 
years, and the complete stability which now obtains. 

Our price policy starts from a consideration of the 
inlerests of production, of traders and consumers. It takes 
into'consideration not only the historical development and 
present circumstances of a given place, but also the possibili¬ 
ties of long-term, all-round development. Although at 
present the prices of some industrial products are still a little 
too high, and the disparity of prices in different regions and 
' between wholesale and retail in some little towns is still 
abnormal; yet we have, generally speaking, through our 
correct policy brought regional, seasonal, wholesale and 
retail price disparities, differences in price due to quality, 
price differentials between cash crops and foodstuffs and 
between industrial and agricultural products under con¬ 
trol in the country’s large cities, and have made timely read¬ 
justments in these disparities and differentials, thus achieving 
price stabilisation and assisting the development of produc¬ 
tion. 


This reasonable price policy has given a boost to both 
our industrial and agricultural production, particularly to the 
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producticHi of cash crops and products for export, such as 
cotton, tobacco, hemp, wool and tea. An equitable price 
ratio established between cotton and foodstuffs dur> 
itig these two or three years brought the 1952 output of 
cotton to three times the figure for 1949. As a result, our 
textile industry no longer relies on imports of foreign cotton 
as it did before. Cotton is now basically self-sufficient. An 
equitable price ratio between tobacco and foodstuffs has also 
made for a tobacco crop in 1952 which is about three times 
that of 1950, and instead of being imported to China, tobacco 
is now an export item. 

The fulfillment of these tasks depends, of course, on the 
co-ordination of many factors, i.e., correct leadership by 
the people’s governments at all levels; the heightened labour 
enthusiasm and, therefore, higher production on the part of 
the masses of peasants; assistance granted the peasants by 
all departments of the government in the form of loans and 
seed; and the organised struggle by the peasants against 
natural calamities. But a correct price policy has also play¬ 
ed its role to a certain degree. 

A reasonable price policy and equitable price differ¬ 
entials between different localities and between wholesale 
and retail have had a tremendous effect in encouraging 
private merchants to do business and supply goods to vari¬ 
ous places. 

This reasonable price policy also takes the interests of 
the vast number of consuthers into consideration. Durihg 
these past three years, the Government has paid considerable. 
attention to the stabilisation of retail prices of various daily 
necessities, apart from ^ose of essentials like foodstuffs, 



cloth, coal, etc. Although a substantial percentage of the 
retail trade is in the hands of private merchants and Govern¬ 
ment policy is to encourage their business undertakings, 
these merchants are not permitted to act arbitrarily because 
retail prices have a direct effect on consumer interests, es¬ 
pecially those of salaried people. In order to stabilise retail 
prices, the Government has established State-owned retail 
stores to handle important items of daily necessity and to 
strengthen control of market prices through administrative 
measures. Now retail prices are stabilised too. 

Owing to State control of essential materials and the 
enforcement of a correct price policy, State trading com* 
panics have assumed the leading role in setting prices Tor 
the market. 


li. Urban-Rural Trade Expansion 

China’s domestic market has been continuously expand¬ 
ing since 1949. Besides many old trading routes restored, 
a nunjber of new ones have been opened, together with new 
methods of trading. 

The annual volume of trade has also been on the in¬ 
crease. Taking 1950 as 100, the total volume of domestic 
trade in 1951 was 130, and conservative estimates presage 
170 for 1952. Sales of agricultural products and by-products, 
and of various other essential commodities, are growing con¬ 
tinuously. As indicatedJin the following table, sales of food¬ 
stuffs, cloth and petroleum have increased approximately 150 
per cent, and those of other essential'commodities about 50 • 
per cent, during the three years past. 



Total Sales 

Total Sales 

Estimated 

Items 

in 

in 

Sales 


-1950 

1951 

in 1952 

Agricultural produce, 

100 

138.66 

148.61 

by-products, and 




handicrafts 




Foodstuffs* 

100 

170.21 

271.28 

Cotton yarn 

100 

131.90 

171.43 

Cotton cloth* 

100 

167.27 

245.76 

Coal 

100 

115.80 

141.86 

Petroleum 

100 

108.90 

262.67 

Salt 

100 

142.35 

152.89 

Cigarettes 

100 

112.06 

149.41 


In co-ordination with the rehabilitation and develop¬ 
ment of our industrial and agricultural production, State 
trading companies, in their leading role over private trade, 
have together with the co-operatives successfully revived the 
market and boosted the interflow of commodities between 
city and countryside. 

In the summer of 1950, the fluctuation of commodity 
prices which had continued for more than ten years came 
to a stop. However, owing to the disappearance of inflation¬ 
ary purchasing power, business had stagnated for some time. 
To cope with this situation. State trading enterprises have 
been assisting lawfully operating private industries and enter-''' 
prises to tide them over difficulties, during the period of 
economic transformation, by purchasing goods in stock, 
giving them orders for processing work, ordering manufactur¬ 
ed goods from them, etc.; these State trading enterprises have 
also purchased agricultural produce and agricultural by- 


* Indicates the quantity supplied by the State to markets throughout 
the country. 
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products on a very large scale, and have encouraged co¬ 
operatives and private merchants to pliay their part in pro¬ 
moting the urban-rural interflow of goods. New openings 
are secured for the sale of local products, so that the market 
will no longer stagnate. 

In handling the iiiterflow of urban-rural trade, special 
emphasis is laid on raising the purchasing power of the peas¬ 
ants and improving their livelihood, thus creating a vast 
domestic market for^ industrial goods. Measures adopted 
are: intensifying the purchase of native products and Increas- 
ing their sales; finding markets for unsold goods; and increas¬ 
ing the income of the peasants. Efforts are also made to 
encourage industrial production for the countryside; to urge 
improvements in administration upon industrial enterprises; 
to reduce production costs and to lower prices, so as to make 
China’s villages markets for industrial goods. 

Our experiences in 1950 have well illustrated the import¬ 
ance of urban-rural trade interflow for the restoration of our 
national economy. The sale of many.^ industrial goods is'^ 
primarily determined in our vast countryside. So long as 
the peasants’ purchasing power continues rising, the recovery 
and development of industry are assured. Therefore, the 
interflow of goods between city and countryside was widely 
promoted in 1951^ and many meetings campaigning for this 
goal held throughout China. Over 14,000 business contracts 
and agr^ments were concluded during these meetings 
totalling 10,000,000 million yuan in value. Through our vic¬ 
tory in the “San Fan” and the “Wu Fan” movements,* 

* In December 1B51 the "San Fan" movement was launched against 
the "three evils” of corruption, waste apd bureaucratism ampi^' 
workers in government institutions and State enterprises. Xhe^^u 
Fan" movement was launched at the sune time among pidvate: tnaii*: 
ness drdes against the "five vices”, namely: bribing of peiaoihiai 
Mh ^pveminent and public organs, tax evasi<ft, theft of State 
Cheating on government cootracts amt-stealing economic tafpimathm 
.."'iOr'privstte'ipecula^.' r 



the interflow of commodities between the city and country¬ 
side was intensified and expanded in 1952. The volume of 
business transacted during trade exhibitions promoting this 
interflow almost everywhere exceeded 1951 records. Such 
trade exhibitions took place in all the provinces and adminis¬ 
trative regions, and in every coUnty, providing many new 
ways of doing business. According to preliminary statistics, 
the total volume of business transacted up to July 1952 at 
such trade exhibitions for the promotion of interflow of com¬ 
modities surpassed 9,600,000 million yuan, and a further ex¬ 
pansion of this city-village interflow of commodities is 
expected this autumn and winter, the busy trading seasons. 

The movement to promote the interflow of commodities 
between city and countryside has in 1952 resulted in even 
more important developments than in tiie past.- First and 
foremost, local governments Have not merely issued the call, 
but have actually led and organised such work. Trading 
and financial departments, tax bureaux and customs houses, 
communications and transportation enterprises have all 
closely co-operated and adopted measures to step up the inter¬ 
flow of commodities,—e.g., readjustment of price differentials 
in various areas, appropriate relaxation of State control of 
markets, purchase of slow-selling goods, supply of fast-sell¬ 
ing goods, lower interest rates, extension of credits and 
measures facilitating tax collection—which have culminated 
in various trade exhibitions promoting the interflow of trade 
between city and countryside. Private merchants are also 
encouraged both politically and economically to participate 
in these exhibitions. 

Secondly, trade exhibitions have been h^d also in siqaU 
towns where peasants sell their farm products. Closer ties 
between large and medium-sized cities and small towns have 
thus been formed. Duriiig the trade udiibition In Central* 



South Xhma, business deals weiie even concluded with foi- 
«ign countries. This has been one of the important new 
developments in the trade exhibitions of this year. 

Thirdly, urban-rural trade exhibitions are better planned 
this year; possibilities for buying and setting are moire 
realistically taken into account. More cash deals as well 
as^ contracts have been concluded, while fewer agreera<aits 
have been made this year, thus proving further the consolida¬ 
tion of the leading role State economy has assumed in 
China’s markets. 

Our experiences during the past two years prove thait - 
trade exhibitions for the promotion of interflow of com¬ 
modities between the cities and the countryside have become 
an important form of trade activity in our country. Th^ 
exhibitions help to solve contradictions between production 
and consumption; they stimulate the development of produe- 
tioii, enabling both public and private trade to fully play 
their part; teey also str^igthen the planning of State 
leadership of the market 

III. The Situation in Private Industrial and 
Commercial Enteiprises 

!n the past three years, State economy has assumed firm 
leadership over all other forms of economy.. With the help 
of State economy, co-operatives have greatly increased. The 
leadership of State economy over private industrial and cbpi- 
mercial enterprises has been consolidated; The successftd 
develbpment of our New-l>emocratic economic constructipiii 
is thus fully guaranteed. This does, not mean, however, that 
pitvatb industrial and cohunerdiat enterpri^s cannot de* 
on the contrary, those private tndu^ial and ebih-. 
enterpriiw^^ which are beiififeial to tiie national 
and th^^ iWel&bbd Will be able to develefi to a 
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certain extent for a long time to come. The State will assist 
them and encourage their functioning. 

Since liberation, private industrial and commercial 
enterprises have actually, under powerful State economy 
leadership, developed conspicuously. Moreover, private 
enterprises have been gradually directed onto the path out¬ 
lined for them in the Common Programme, through the pro¬ 
per readjustment of industry and commerce, through cen¬ 
tralised purchasing and selling, through Government orders 
and contracts for processing work placed with them, through 
price deliberations, through enterprises jointly operated by 
public and private capital, and through the “Wu Fan” move¬ 
ment which educated and enlightened private industrialists 
and merchants. 

Under the prolonged oppression by imperialists and the 
bureaucratic-comprador clique headed by Chiang Kai-shek, 
the private industrial and commercial enterprises of China 
had been considerably weakened, and even developed 
abnormally. After liberation, industrial and commercial 
enterprises dependent on imperialist and bureaucratic capital 
and 'catering to these selfish needs were not able to continue. 
Speculation, once common in China, was dealt a fatal blow 
with the stabilisation of commodity prices. Enterprises of 
a speculative character were forced to turn to other trades. 
On this basis privately-owned industrial and commercial 
enterprises underwent Aeir , preliminary reorganisation. 

, In May 1950, the People’s Government effected the read¬ 
justment of industry and commerce, in conformity with the 
principle of developing production and gradually strengthen¬ 
ing the planned character of markets. In response to 
requests. State-owned trading organisations placed orders 
and contracts for processing wcu-k with private industrialists* 
at the same time they made bulk purchases of rural i>rpduets 



and by-products; promoted the interflow of trade between city 
and Countryside; so that private enterprises quickly recovered 
after their reorganisation. If we take the cities of Shanghai, 
Tientsin, Peking, Wuhan, Canton, Chungking and Sian a» 
examples, private enterprises which applied for business 
licenses during the first half of 1950 numbered 12,752, while 
those applying for closure numbered 18,847. During the 
second half of 1950, the number of those applying for business 
licenses rose to 31,509, while the number of those applying 
for closure fell to 6,736. Business transacted by private^ 
enterprises during/the second half of 1950 was conspicuousiy 
higher than in the first h^lf. In 1951, under the strengttien- 
ed leadership of the people’s governments at all levels and of 
State economy, the division of labour between private and 
public enterprises improved further and their co-operation 
became closer. Private industrial and commercial enter¬ 
prises also made further developments. Again taking die 
afore-lhentioned seven cities as examples, private industrial 
and commercial enterprises at the end of 1951 numbered 20 
per cent more than at the end of 1950, with 33 per cent in¬ 
crease in industrial enterprises, and 15 per cent in com¬ 
mercial enterpt:ises. 

In 1952, private enterprises underwent further re*- 
C^ganisation and\eadjustment through the ‘*San Fan” and 
"Wu Fan” movements. The rotten legacy which they had 
inherited froni the old society and which impeded the progress 
of our country was completely exposed and wiped out, 
A new atmosphere now prevails in the vdiole country. Hiis 
is extremely beneficial to the development of our national 
eboti^ic construction and to all private enterprises fiinc-* 
tihnhig acOprding to Government regulations. A Plreparatpry : 
Gdnlerence^ the All-China FediH:ation of Industrial itpd 
CoSpn^i^al Cireipairas held in Jane this year; private 
cnmmerinal clrcl^^^^^ 




organised than betore. They study the Common Programme 
carefully in every part of the country. All these factors 
assist private enterprises onto the road of healthy develop¬ 
ment. At the June Conference of the All-China Federation 
of Industrial and Commercial Circles, Vice-Prertiier Chen 
Yun of the Government Administration Council roughly out¬ 
lined how. reasonable profits should be calculated in the 
future in processing work and on Government orders. Irt 
his opinion, profits should be calculated according to concrete 
conditions, taking the amount of capital of the private fac¬ 
tories into consideration and should range, under normal 
and reasonable conditions, from 10 to 30 per cent. This 
principle was well received in private industrial and com¬ 
mercial circles. 

Placing orders for processing and for goods with private 
factories and merchants by State trading enterprises is a 
good way to realise the principle of giving consideration to 
both public and private interests. This not only strengthens 
production and the planned character of markets, reinforces 
the leadership of State enterprises over private ones, but also 
solves the difficulties of private factories and merchants in 
obtaining supplies of raw materials and distributing their 
finished goods; it also assures them of legitimate profit. From 
the standpoint of private factories and merchants, orders from 
the Government for processing and goods are obviously 
soun^ and reliable business, and everybody will agree when, 
comparing the present with the risks of blind production in 
the past. State enterprises are increasingly contracting fbr 
processing work with, and ordering goads from private fac¬ 
tories and merchants. From March to Jime, 1952, orders 
placed with private factories in Shanghai for processing 
work and for goods as well as the purchase of didf 
manufactured goods 'were 100 per cent more diian duiingl 
the same period In 1951, constituting 80 per cent of $e 
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volume of business done by private factories. More tiian 
seven thousand factories received such orders. In other 
cities like Tientsin, orders' placed with, private factories- 
for processing work and fof manufactured goods con¬ 
stituted 60 per cent of their total business. In Canton, more 
than one half of the private factories worked on such orders 
from the Government. In the future, if private indus¬ 
trialists adapt themselves to the needs of the nation’s, 
construction, increase the efficiency of management in their 
enterprises and do not commit again the “five vices!’ 
(exposed during the “Wu Fan” campaign—Ed.), they 
are sure to develop further. The People’s Government 
grants freedom to private trade within the limits set by 
the nation’s unified economic plan (Article 37 1 of the 
Common Programme), and is encouraging and organising' 
private merchants to actively engage in urban-rural, 
domestic and foreign trade. At present, centralised sale 
and purchase by the Government involve only a few com¬ 
modities. But even these Government purchases may be 
consigned to private merchants for distribution; ^nd the 
Government may also entrust the centralised sale of goo^s: 
for export to private merchants for shipping abroad. Thus,, 
^private merchants enjoy a very wide scope for their business- 
transactions. 

I V; The Development of Trade Among National Minorities 

In order to promote trade between national minority- 
legfons and other places throughout the nation, to help the\ 
people of the national minorities develop production, an# 
tp raise fheir^.standards of living, State trading aathorities 
established, under the direction and guidance of the . Pe(^le% 
^pvetnmeht, retail stores, purchasing stations' and processing 
and sMit mobile trade teams of the State 
ihte various national minority r^ons. M ^ 




figures are available, more than r,100 trading units as 
just mentioned have been established during the past th^ee 
years in order to assist the people in national minority 
areae in finding a big market for their animal and other 
special local products, to provide them with the means of 
production and livelihood needed, to promote the establish- 
cment and development of co-operatives among them, and to 
unite with law-abiding private commercial firms for the 
-e;(pansion of a vast network of trade within national minority 
regions. In August, 1951, the Central People’s Government 
called in Peking a national conference to promote trade 
. among the Various nationalities, through which trade among 
the national minorities of various regions was given another 
.‘boost in its development. 

As a preliminary step. State trading authorities raised 
purchasing prices for the main items, animal products, etc. 

• of the various regions, thus abolishing the irrational barter 
system which had long existed., in the past between national 
minority regions and other places. For example, while the 
barter rate for cotton cloth as against 100 catties of wool was 
before liberation only 25 feet in Sining, Chinghai Province, 
by December, 1951, the barter rate had risen to 303 feet. 
The barter value of tea bricl& against 100 catties of wool 
before liberation was 1% feng* ** , while in December 1951 
it was 14 feng. The barter value of millet for the same 

. amount of wool was 375 catties before liberation, in Decem¬ 
ber 1951 it was 1,312 catties. In Sikang Province before 
liberation, 100 catties of wool wouldhonly fetch 3 poo*^ of 
tea leaves, but after liberation this much wool was worth 
more than 8 poo. In Inner Mongolia, one ton of grain* was 
worth only half a bolt of cloth In 1947, while in 1950 it Vras 

* liadb Jma is equal to 6 catties. 

** Eadi jMto is equ^ to 48 eattios. 




worth 2.22 bolts. Again, in the region of western Hunam 
Province where the Miao people live, 100 catties of tung oil’ 
were before liberation usually exchanged for only ,100 cattieo' 
of salt, but in August 1950 they were equivalent to !300 cattie» 
of salt. In the Miao region of Tating, Kweichow Province,. 
100 cattiep of tung oil would bring 23 catties of salt in barter 
before liberation, while in.1961 they brought 160 catties. 

Because of these equitable raises in purchase prices and} 
due to the extent of "purchases made, production of animal» 
and other kinds of special products has been greatly 
stimulated in national minority regions. Consequently, flier 
peopie’s income and purchasing power have also increased, 
thus enabling them to raise their living standards consider¬ 
ably. 

In 1951, the amount of animal products in the regions^ 
inhabited by national minorities in Northwest China was- 
50 per cent higher than in 1948, i.e., before liberation. The 
production of wool in the four northwestern provinces of 
Shensi, Kansu, Ningsia, and Chinghai has also increased 
omsiderably; if the record of 1933, tiie highest before the 
War of Resistance to Japanese Aggression, is taken as 100,. 
then production in the current year will be 110., The nuhi* 
of animals in the Inner Mongolian Autonomous Regiom 
has increased 100 per cent since the Region’s liberation,, 
ibhereas in the past it usually took from 15 to 20 years for 
siich an increase. The details of the increase iln 1^1 alohc' ’ 
invflie number of livestock oyer 1950 are as follows: cattlfe,: 
15 per cent; sheep, 17 per cent; goats, 65 per cent. 

The purchasing power of the pastoral people; in 
n^thwestern provinces of Binkiang, Chbighai, and Nin^a 
has^iicreased six or sevenfold. One df me mobile tr|[dl%: 
found that of the S;000; pec^le contacted 8Q 
11 ^ Bdkne libin^aticm, salt and tea erne 



in regions inhabited by national minorities, but now they are 
ordinary consumer items for all the people of the national 
minorities. State trading organisations actually supply 
large amounts of daily necessities. For instance, in 1951 
ten times as much tea was supplied to the regions inhabited 
by national minorities in the Northwest as in 1950. In 
Sikang Province, the sale of tea increased 394 per cent in 
1951 as compared with 1950. 

Under a correct national trade policy and with the help 
and guidance of the State trading organisations, the trade 
network has gradually expanded in regions where the na¬ 
tional minorities live; local private industry and commerce 
have also successfully developed in these regions. For in¬ 
stance, in eig^t counties and cities of Chinghai Province (in¬ 
cluding Sining), the number of private industrial and com¬ 
mercial firms before liberation was 1,662, but in 1951 it had 
jumped to 3,944. Again, in Tingyuanying, Ningsia Pro¬ 
vince, the number of industrial and commercial concerns 
was only 49 before liberation, but in August 1951 it had in¬ 
creased to 299. 

The development of trade in regions inhabited by the 
national minorities has greatly affected the unity among 
the people of the national minorities and has helped improve 
jheir economic and cultural life. 

Summing up the domestic trade situation of our nation 
during the past three years wfe may say the following: Owing 
to the complete stabilisation of commodity {nrlces, the exten-» 
sive development of urban-rural trade, and the correct 
readjustment of relations betwera public and private inter¬ 
ests, the markets are daily becoming more prosperous, the 
r^abilitation and development of industrial and agricultural 
production have been accelerated, and a foundation has b^n 
laid for long-term economic construction in the future. ProQi 



now on, our national production 4nd urban^rural trade will 
develop still further, and our responsibilities in the sphere 
of trade be greater and more important. Consequently, it is 
urgently necessary to take every economic measure possible 
under the unified plan and leadership of the Government, in 
order to serve better the cause of economic construction. - 
Victories and successes on ali fronts during the past three 
years have given the people of our nation full confidence 
that they have the ability to complete their glorious and his¬ 
toric tasks under the leadership of Chairman Mao Tse-tung 
and the Central People’s Government and have, at the same 
time, enabled them to visualise more clearly their own bright 
future. 
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Three Years of China's Foreign Trade 

Yeh Chi-diuan|f 

Minister of Foreign Trade and Vice-Chairman of tfu! 

Committee of Financial and Economic Affairs of the 

Government Administration Council of the Central 
People's Government 

(September 30, 1952) 

Great strides have been made over the past three years 
in the rehabilitation of our national economy. . The balance 
between revenue and expenditure, the stabilisation of cur* 
rency and commodity prices and the speedy recovery of 
industrial and agricultural production have resulted in a 
fundamental turn for the better in our financial and economic 
situation. Under the leadership of Chairman . Mao Tse-tu|^ 
and the Central People’s Government, our country is on ^ 
road to prosperity and strength. 

We have also won great successes in the sphere of ^ 
forefjpi trade during the past three years. We have elhtdn- 
ated the character of semi-colonial dependence in our 
foreign trade and haVe^ established new rdations of foreigh 
trade on the basis of equality and mutual benefit. Qilna hsiis 
been transformed from a country where over many long ; 
^rs the value of imports used to surpass that of exports 
into a country where exports balance impmts. Wd have ; i|e- 
feated hie embargo and blockade imposed by the AmOth^ 
imperialists, upon Oiina. ' The control of 
iliiyielpf^ 4^ rehabilitate and deirelop:otn domestic 




and apiculture. Our imports and exports have been con¬ 
tinuously increasing in volume. Thus, a new situation has 
emerged in China’s foreign trade. 

It is known to all that for a long time under the rule of 
the Chiang Kai-shek bandits the value of China’s imports 
seriously exceeded that of exports. During the last days of 
the Chiang Kai-shek regime, imports and exports declined 
to the lowest level. After liberation, the People’s Govern¬ 
ment quickly restored and developed China’s foreign trade. 
By 1950, the volume had peatly increased. In 1951 it 
doubled that of 1950 and brought an end to the unfavour¬ 
able balance of foreign trade which had long existed under 
reactionary rule. From now on, our foreign trade will con¬ 
tinue to expand as a matter of course. 

The continuous expansion of our foreign trade indicates 
that the foreign trade policy of the People’s Government is 
correct. The American imperialists’ policy of embargo and 
blockade has failed. They thought that we would be>fright- 
ened by their policy of embargo and blockade, but they were 
utterly jnistak^ . On the contrary, as a result of their em¬ 
bargo and blockade, we have been able to eliminate even 
more speedily the character of semi-colonial dependence in 
our economy and to shorten the road to economic independ¬ 
ence. Every one now can see that we have not really suffer¬ 
ed from embargo and blockade and that those countries 
which followed America in carrying out the policy of 
embargo and blockade have been the ones to suffer from 
such a policy. 

Under the pressure of American monopoly, some coiin- 
tries have carried out her policy of embaigo and blockade 
only to suffer a lack of balance between tiieir imports and 
«q>orts, a shortage of U.S. dollar »change and an evtn-; ' 
increasing econcmiic crisis. They already leel the necessl^ 



of restoring normal relations in international trade, pa^i-^ 
cttlarly the necessity of restoring and developing their trade 
with China. As a matter of fact, the industrial goods and 
raw materials from many countries meet the requirementi 
of our peaceful construction. But the American imperialists 
have deliberately classified such items as “strategic mater^ 
ials" and, in order to cover up their own acts of monopoly, , 
have referred to peaceful trade with China as “supplyinit 
strategic materiais’’. Thus these countries have lost their 
freedom of trade and extremely irrational phenom^a exist 
in tiieir economies. Consequently, the livelihood of the broad 
masses of people in those countries is further deteriorating. 

However, we have never suffered from anything like? 
a shortage of U.S. dollar exchange and the economic crisis 
will never take place among us. Our production and con> 
struction are Continuously f(H‘ging ahea4 

Hie bartering system of trade which we have followed 
in order, to carry out the principles of equality and mutual 
benefit has proved a very good means of opening up interna? 
tional trade. It is equitable and beneficial to both trediniT 
parties concerned and is particularly beneficial to those coun* 
tries which have difficulties in paying the U.S. dollar, ex- 
diange. Through this bartering system, we have had quite 
a number of business transactions with the Industrialists and 
merchants of many countries. 

Witii the restoraticfn of our economy, the development 
of our production, the gradual improvement in the livelihood 
of Ouf people and tne steady rise Of their purchasing power,^ 
om mcpmi capadty and our demand for imports have great? 
#?hierea^.' At ^e same time, widi the tmnsformation abd: 
eaimtHiion our prodtsc^m, dm category of our impoftis ab^- 
% difforent froih that the past. ^ 

used to; bepirnd on iaige quantities, of imn<^»bMr 



rice, tobacco, ramie, gunny sacks, etc. Now not only is 
there no need to rely upon such imports, but we are export¬ 
ing them. In the case of cotton, which was the biggest item 
in the import list of the past, we are from now on self-suffi¬ 
cient. Last year, China exported to India more than 66,000 
tons of rice and 450,000 tons of kaoliang. This year we 
continue to supply India with rice and are ready to do the 
same for other countries on the basis of friendship and 
mutual assistance. Besides, we have added to our export 
list many items needed on the world market. At the same 
time, we have greatly augmented the import of industrial 
equipment, raw materials, accessories and daily necessities. 
We have also abolished, in the main, the former phenomenon 
of exchanging our native products for imported goods of a 
far less value. 

Particular jnention should be made of our trade with 
the Soviet Union and the People’s Democracies which has 
contributed to the restoration of our economy and the de¬ 
velopment of our production. Over the past three years, our 
trade with these countries has developed by leaps and 
bounds. The total value of our trade with the Soviet Union 
and the People’s Democracies in 1950 constituted 26 per cent 
of the total value of our foreign trade. In 1951, it rose to 
€1 per cent. This year it will be abput 70 per cent. Imports 
from the Soviet Union and the People’s Democracies are a 
very great aid to our economic construction while most of 
the agricultural products and by-products which we have to 
•export have found markets in these countries. 

Trade relations on the basis of equality and mutual 
benefit have been established with many countries in South¬ 
east Asia such as India, Pakistan, Burma, Indonesia and 
Ceylon. The governments and peoples of both China and 
these countries have a strong desire for mutual .trade; most 
of the imports and exports on both sides answer mutual 
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needs and scattered over such countries are tens of thous¬ 
ands of overseas Chinese who deeply love and are economic¬ 
ally bound up with their Motherland. Thus, the conditions 
are mature tor trading with each other. 

In developing their peaceful economy, the Japanese 
people are highly anxious to resume trade with us so that 
they need not pay the high prices for coal, mineral ores, 
industrial salt, soya bean and so on purchased from places 
far away. Also their machinery, industrial equipment and 
manufactured goods may find a buyer with tremendous 
purchasing power. The Chinese people wish to respond to 
the desire of the Japanese people. Following the founding 
of the People’s Republic of China, trade between the Chinese 
and Japanese peoples was at one time re-established. It 
was afterwards interrupted by embargo and blockade. 
Recently, the Chinese people, after the International Eco¬ 
nomic Conference in Moscow, concluded in Peking a trade 
agreement with the representatives of Japanese economic 
circles involving a total value of sixty million pounds 
sterling. It is now up to the Japanese industrialists and 
merchants to put this agreement into effect by their concerted 
efforts. 

To sum up, the achievements of China’s foreign trade 
during the past three years have resulted from the imple¬ 
mentation of the foreign trade policy of the Central People’s 
Government, based on the principle of equality and mutual 
benefit. Article 57 of the Common Programme of the Chin¬ 
ese People’s Political Consultative Conference stipulates: 
“The People’s Republic of China may restore and develop 
commercial and trade relations with foreign governments and 
peoples on a basis ol equality and mutual benefit.” This is the 
foreign trade policy of the People’s Government. In order to 
carry out this policy, we advocate the development of n^mel 
inlemational trade. This complies not only wifi^ tte require- 



ments of China’s economic development and the interests ot 
our people, but also with the aspirations of tens of millions 
of people all over the world. It is helpful to the cause of 
world peace. For the promotion of international trade on 
the basis of equality and mutual benefit will serve to enhance 
friendship and co-operation among all peoples and improve 
the livelihood of the people all over the world. It is of even 
more positive significance for those countries suffering 
economic crisis. We not only understand the need but pos¬ 
sess the great potentiality for developing foreign trade. 

Undoubtedly, we shall continue to expand our trade 
with the Soviet Union and all the People’s Democracies and 
to develop trade with the neighbouring countries in South¬ 
east Asia. At the same time, we are also willing to resume 
and increase trade with the Western countries under the 
principle of equality and mutual benefit. We have never 
neglected any possibility of developing trade with any coun¬ 
try, because this is in line with the desire of the peoples of 
the East and the West for mutual peaceful trade. Some 
people think that the expansion of our trade with the Soviet 
Union and the People’s Democracies will adversely affect 
our trade with the Western countries. This is utterly wrong 
Following the establishment of the Central People’s Govern¬ 
ment in 1949, trade of Western countries with China was 
once restored and developed to a considerable extent. But, 
after the U.S. government launched an embargo, this trade 
was restricted and was brought to a standstill. Neverthe¬ 
less, such an abnormal situation is not immutable. If these 
countries exert their efforts to remove such artificial 
obstacles, they will be able to trade with us on a basis ol 
equality and mutual benefit. In April of this year, during 
the session of the International Economtc Conference in 
Moscow, China’s Delegation signed trade agreements with 
the industrial and commercial representatives from eleven 



countries, namely, Great Britain, France, West Germany, 
Holland, Belgium, Italy, Finland, Switzerland, Ceylon, 
Indonesia and Pakistan, involving a total volume of trade 
valued at 224,000,000 U.S. dollars. Contracts related to 
these agreements are now being made in Berlin. If they 
are willing, we are prepared to further increase our trade 
with them. 

As for the cessation of China’s trade with America, this 
is entirely a result of the blockade and embargo imposed by 
the American ruling clique itself. If the American people 
strive to remove this handicap, China’s trade with America 
may well be resumed and there are good prospects for such 
trad& 

Finally, I should like to tell our people both at home 
and abroad that the people all over the country, under the 
leadership of Chairman Mao Tse-tung and the Central 
People’s Government, have made arrangements for the 
coming large-scale economic construction of their own coun¬ 
try. A solid foundation for our economic construction has 
been laid by the great victories in land, reform, the move¬ 
ment to resist American aggression and aid Korea, the 
movement to suppress counter-revolutionaries and the “San 
Fan” and “Wu Fan” movements,* the complete balance of 
revenue and expenditure, the complete stabilisation of com* 
modify prices and the general restoration and considerable 
development of production. Furthermore, the unfolding of 
the nation-wide patriotic campaign to raise production and 
practise economy demonstrates a new upsurge of labour 


* In December 1951 the **San Fan” movement was launched against 
the ”three evils” of corruption, waste and bureaucratism among 
workers in government institutions and State enterprises. The '‘Wu 
Fan” movement was launched at the same time among private busi* 
ness circles against the “five vices”, namely; bribing of personnel 
in government and public organs, tax evasion, theft of State property, 
ifiieating on government contracts, and stealing economic information 
for private speculation. 
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enthusiasm on the part of the Chinese working people. In 
the course of our country’s large-scale economic construction, 
foreign trade will play an important role. At the same time, 
the further development of our national economy will create 
still greater potentialities for foreign trade. Thus, it is 
certain that our foreign trade will unceasingly expand. The 
Chinese people will make still greater efforts to rehabilitate 
and develop normal international trade and to win lasting 
world peace. 



hree Years' Achievements of the Co-operative 
Movement in New China 

Cheng Tse-hua 

Vice-Director of the All-China Federation of Co-operatives 
(September 23, 1952) 

I 

Since the founding of the People’s Republic of China 
three years ago, our co-operative enterprises have made rapid 
progress. According to statistics for the second quarter of 
1952, the country’s co-operatives total 36,482 with over 10$ 
million members. Of these, 31,953 are rural supply and 
marketing societies with 95,460,000 members, or 20.14 per 
cent of the total rural population; 3,340 a^e urban consumers’ 
co-operatives with 11 million members—23.2 per cent of the 
population of the cities of Peking, Tientsin, Shanghai, Han¬ 
kow, Shenyang (Mukden), Canton and Chungking are mem¬ 
bers of this type of society: 1,076 are industrial producers’ 
co-operatives with 200,000 members. In addition there are 
113 other kinds of co-operatives with 108,000 members. In 
1951 the aggregate retail sales in all these societies were 
fifteen times more than in 1949 and their total purchases 
of agricultural products increased nineteen times. Throu^^- 
out the country, there are 1,375 colinty federations, seventy- 
eight/city federations, thirty-five provincial federations, six 
Gisater Administrative Area federations and one federatton 
Tor^ ^e autonomous regions of natkmsl minorities.Hie 



cadres of the country’s co-operatives total over 420,000. The 
co-operative economy is playing an increasingly important 
part in the people’s economy; the co-operative system as a 
clew social institution has become increasingly important, 
and it will have a very great and bright future in China: 

The rapid progress of the co-operative movement in 
China in the past three years is attributable to the follow¬ 
ing favourable factors: 

The primary factor is the nature of our State power. It 
is a State power of the people’s democratic dictatorship under 
the leadership of the working class, and it is precisely 
because of this that our State power regains the co-operative 
economy as an important component of the people’s economy 
as a whole. The Common Programme of the Chinese Peo¬ 
ple’s Political Consultative Conference clearly states: “The 
co-operative economy is an economy of a semi-Socialist na¬ 
ture and is an important sector of the people’s economy as a 
whole. The People’s Government shall foster its development 
and accord it preferential treatment." According to this, the 
people’s governments at all levels have in these past three 
years paid constant attention to the co-operative movement, 
and have given it correct guidance and substantial help. 
For example, the State trading organisation^ generally allow 
the co-operatives a discount of two to six per cent on whole¬ 
sale deals; credit facilities are available at the People’s Bank 
at interest rates 10 per cent lower than those charged to 
State trading concerns; a reduction of 20 per cent, in 
sales tax is granted by government tax bureaux; and newly- 
established co-operatives are exempted from income tax for 
one year. Other government institutions have also rendered 
the co-operatives assistance in various forms. This policy 
of the People’s Government of fostering the co-operative eco¬ 
nomy is a great motivating force, in rapidly developing Uk 
co-operative enterprises of new China. 
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The second factor is the many important steps taken 
by the People’s Government. Our success in the three great 
movements—resist American aggression and aid Korea, 
suppression of counter-revolutionaries and land reform— 
together with the achievement of stability in the country’s 
finances and of commodity prices have helped to speed up 
the recovery and development of industrial and agricultural 
production; this has resulted in a general rise in the people’s 
purchasing power. These factors, taken together with the 
resumption of normal transportation and the increasing in¬ 
terflow of goods between the city and the countryside have 
created favourable conditions for rapid progress in the co¬ 
operative enterprises. 

The third factor is the correct business policy of our co¬ 
operatives. Chairman Mao Tse-tung in his essay On Co¬ 
operatives points out that “service to the masses is the very 
essence of co-operative society, that is, the society must 
always think of the masses, plan on behalf of the masses and 
put their interests first before everything else. Therein lies 
the fundamental difference between us and the Kuomintang. 
This is also the starting point as well as the ultimate goal 
of Communists in the revolution,” In accordance with this 
directive, the National Congress of Co-operative Workers, in 
July 1950, defined the business policy of the co-operatives 
as “the federations serve the co-operatives; the co-operatives 
serve their members.” In the past two years we have con¬ 
scientiously carried out this correct policy and have basically 
overcome capitalist profit-making ideas in the operation of 
co-operatives. This has resulted in material benefits to mem¬ 
bers and has won their support. 

II 

At present, the co-operatives under the leadership of the 
All-China Federation of Co-operatives are mainly of three 
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kinds, namely, the rural supply and marketing, urban con¬ 
sumers’ and industrial producers’ co-operative societies. 

1. The Rural Supply and Marketing Co-operatives 

At the moment, the supply and marketing type of co¬ 
operative is the main component of the movement in China. 
It supplies members with consumers’ and producers’ goods 
at prices lower or at least not higher than the market prices; 
at the same time it buys members’ products at reasonable 
prices. By the co-operative’s purchasing farm products and 
products of peasant subsidiary occupations on the one hand, 
and supplying industrial products on the other, systematic 
and planned interflow of goods between the city and the 
countryside is evolved. This way of operation is welcomed 
by the peasants and thus enables the supply and marketing 
business of the co-operative to expand rapidly. Co-operative 
societies conduct their business in conjunction with the State 
trading organisations, carry out a reasonable price policy 
and play an important role in stabilising commodity prices. 

In accordance with the principle that trade should serve 
and influence production, we have followed the policy of 
making the supply and marketing co-operative serve agricul¬ 
tural production. Besides timely marketing of the produce of 
members, the co-operatives, according to seasonal needs of 
the peasants in different areas, supply members with seeds, 
fertilizers, farming implements, insecticides and so on in time 
so as to help them increase production. Take fertilizers for 
example. This year fertilizer cakes supplied by the co-opera¬ 
tives throughout the country amounted to two million tons 
and chemical fertilizers, three hundred thousand tons. Given 
normal conditions, these fertilizers will increase production 
by an amount equal in value to five million tons of grain or 
nineteen million piculs of unginned cotton. 
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Another example of co-operatives serving production is 
the adoption, by some societies, ^ of the method of “relief 
through production,” for helping persons ruined by natural 
calamities to tide over their difficult days. In 1949, for 
instance, in response to the Government’s call for “relief 
through production” the co-operatives actively participated 
in the relief campaigns. According to preliminary statistics 
for the eight provinces of Kiangsu, Northern Anhwei, Hopei, 
Pingyuan, Shantung, Chahar, Liaosi and Chekiang, co-opera¬ 
tives helped to organise distressed persons for work in more 
than two hundred kinds of handicraft and subsidiary occupa¬ 
tions and marketed for them goods to the value of more 
than 2,000 million catties of foodstuffs, thus maintain¬ 
ing the livelihood of about ten million distressed persons 
for three months and relieving them from hardships. 
This work greatly raised the prestige of the supply and 
marketing societies among the peasants and laid the mass 
basis necessary for their development. In fact, a number of 
such co-operatives were established in the course of “relief 
through production.” 

The help given by the supply and marketing co-opera¬ 
tives to the peasants in restoring and developing production, 
however, is not meant merely to help them accumulate wealth 
for themselves but rather to co-ordinate, through every 
specific business activity, the interests of individual peasants 
with the interests of the State as a whole. Following this 
policy, we have conducted our business with the peasants by 
such methods as making “contracts of forward purchase," 
“link contracts” and collective purchasing, i.e., the peasants 
selling collectively to the co-operatives. 

The method of forward purchase is adopted by the State 
for purchasing the agricultural products of the peasants 
through the supply and marketing co-operatives. Last year. 
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the co-operatives experimented with forward purchase on 
cotton and found that it lacilitated the work of cotton pur¬ 
chasing. In the period from September 1951 to August 1952 
co-operative buying of cotton constituted 79 per cent of the 
total purchase by the State. This year, the State again en¬ 
trusted the co-operatives with loans for the purchase of fer¬ 
tilizer amounting to 1,500,000 million yuan, and coal, cloth, 
foodstuffs, etc. worth over 400,000 million yuan, for the pur¬ 
chase of 10 million piculs of raw cotton. In dealing 
with poor peasants, the co-operatives adopt the method of 
“advance payment on forward purchases” whereby the State 
pays for goods before delivery so as to help the poor peasants 
overcome difficulties in production as well as in their daily 
life. In dealing with peasants in general, the co-operatives 
adopt the method of “forward purchases on credit” from the 
peasants while guaranteeing to sell to them a number of 
necessary goods which are otherwise not easily available, so 
as to meet the peasants’ requirements in production as well 
as in their daily life. Up to the present, the volume of 
cotton bought on forward contracts has overfulfilled the 
original plan by 5 per cent. Since forward contracts have 
been generally made with peasants organised in mutual-aid 
teams, agricultural producers’ co-operatives and small 
groups of co-operative members, they have helped to con¬ 
solidate these organisations and encouraged the peasants to 
organise themselves even more. 

“Link contracts” are supply and marketing contracts 
made between the supply an<J marketing co-operatives on the 
one hand, and the mutual-aid teams and the agricultural 
producers’ co-operatives on the other. The supply and 
marketing co-operatives guarantee to supply in time several 
items of principal producers’ and consumers’ goods to the 
mutual-aid teams and the agricultural producers’ co-opera¬ 
tives, which will in their turn give the supply and marketing 
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co-operatives priority in buying their farm produce and pro¬ 
ducts of their subsidiary occupations at prevailing market 
prices. Thus the supply and marketing co-operatives are 
able to conduct their business according to plan, while the 
mutual-aid teams and the agricultural producers’ co-opera¬ 
tives are enabled to reduce their business activities in the 
free market to concentrate their efforts on fully developing 
production according to plan. It is clear, therefore, that 
“link contracts” contribute to the consolidation and develop¬ 
ment of both co-operative and mutual-aid teams and pro¬ 
ducers’ societies. » 

Collective purchase (or collective sale by the peasants) 
is a form of purchase used by the supply and marketing co¬ 
operatives for buying farm produce from members and or¬ 
ganised peasants with whom contracts have been made. 
This is a collective action on the part of the peasants which 
raises the co-dperatives’ efficiency in the collection of farm 
produce and in economising the peasants’ time and labour. 
Adequate political work done in advance, which is one of 
the best ways of inculcating ideas of collectivism as a prior 
step to collective action, ensures the success of collective 
purchase. 

It can be seen from the foregoing that the rural supply 
and marketing co-operative is not just another ordinary 
business store but an economic establishment which organis¬ 
es the exchange of industrial and agricultural products 
according to plan. After a long period of education and work 
among the peasants, the co-operatives will be able to cul¬ 
tivate gradually collective thinking and habits among them 
and thus lead them on to the road to collectivisation. 

2. The Urban Consumers’ Co-operative 

The urban consumers’ co-operative only has the duty of 
supplying its members with consumer goods but is not 
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responsible for selling their products, nor for supplying them 
with producers’ goods. Since there is little or no regional 
price disparity in industrial products in the city, where com,- 
merce flourishes and factories are generally concentrated, 
and since regional price disparity exists only in foodstuffs, 
vegetables, meats, fruits and other agricultural products 
purchased from the countryside, the consumers’ co-operative 
is faced with considerably more difficulties in its business 
operations than the rural supply and marketing societies. 

On the other hand, members of the consumers’ co¬ 
operative are mainly productive workers, office workers, 
students, other wage-earners and handicraft workers, and 
they look to the co-operative for the supply of low-priced 
quality goods. And the urban society has to satisfy this 
■demand. 

An anaiysis of the goods carried by consumers’ societies 
shows that of the wide variety of lines, staple and subsidiary 
foodstuffs bought from the countryside constitute as much 
as 50 to 70 per cent of the stock. A consumers’ co-operative 
will be successful only if the society grasps this important 
point and adopts such methods as buying directiy from the 
supply and marketing co-operatives in the producing areas, 
establishing retail shops near the houses of their members 
and allowing them convenient conditions for their purchases. 
Take Peking’s East Fourth District Federation for example. 
The prices in the first quarter of this year for twenty-one 
"kinds of commodities including flour, rice, salt, apples and 
so on were, on the average, 14.27 per cent lower than the 
prevailing market prices, thus greatly eliminating the ex¬ 
ploitation of the middleman that would have otherwise been 
borne by the co-operative members. Worker Chang Yu-teh 
of that district who earns a monthly wage of 700,000 yuan, 
bought 500,000 yuan’s worth of goods in one montti at his 
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co-operative. Had he bought the same goods elsewhere he 
would have had to spend another 74,500 yuan or over 10 
per cent of his monthly income. Another member Wu Su- 
chen, whose husband earns a monthly wage of 300,000 yuan, 
bought each month 120,000 yuan’s worth of goods at the co¬ 
operative and saved 16,000 yuan. In the first six months 
of this year, she saved over 90,000 yuan, an amount more 
than sufficient to cover her child’s tuition of 36,000 yuan' 
for one term. Again, another member, a professor, with a 
monthly salary of 1,200,000 yuan and a family of four, 
bought monthly over a million yuan’s worth of goods at the 
co-operative and saved 149,000 yuan, a sum with which his 
family could, if they liked, have bought an extra catty of pork: 
every day. The relationship between the consumers’ co¬ 
operative and its members has become particularly close; it 
has, in fact, become the housekeeper for its members. 

3. The Industrial Producers’ Co-operative 

In China there is a great number of handicraft workers- 
with a sizable volume of production, but most of them are 
scattered individual producers. In the old society, owing 
to the low productivity of their enterprises and lack of funds, 
these workers suffered the exploitation of middleman’s ex¬ 
cessive profits and the pressure of modern industry, and: 
led a deplorable life. It is only under the people’s own gov¬ 
ernment that bright prospects have opened before them. By 
organising them in the form of co-operative enterprises and 
inspiring them with the spirit of co-operative collectivism 
through concrete measures, it is possible to enlighten and to* 
reform these individual producers gradually. By this means, 
it will be possible for China’s handicraft workers to pass 
gradually, group by group, from unorganised individual pro¬ 
duction to collective production, partially modernised indus¬ 
trial production and finally to fully modernised industrial 


2SS 



production. Thus the handicraft workers are being led from 
a life of poverty to one of prosperity. 

Industrial producers’ co-operatives in China today may 
be roughly grouped under two categories, namely, handicraft 
producers’ supply and marketing co-operatives and collective 
producers’ co-operatives. Because so many types of small- 
scale production are scattered over wide areas, there are, 
apart from the above, also small groups organised after the 
pattern of producers’ supply and marketing co-operatives. 
The handicraft producers’ supply and marketing co-opera¬ 
tive is the best form of organisation for domestic handicraft 
workers. This type of organisation assures unified alloca¬ 
tion of raw materials and unified payment of the appropriate 
wage for the product in accordance with output and quality. 
This kind of society, however, will not remain permanently 
at this elementary stage. Through correct leadership, in¬ 
creasing accumulation of the common fund and the forma¬ 
tion of collective habits among the members, it is possible 
to transform this type of co-operative gradually into the in¬ 
dustrial producers’ co-operative for collective production. 
Take for example, the Kung Sheng Weavers Co-operative 
Society of Weifang, Shantung Province, which was organised 
three years ago by individual weavers. As a result of con¬ 
tinuous education given to its members by their society, 
sound systems of administration and welfare service have 
been gradually established. In three years, the society ac¬ 
cumulated a fund of 200 million yuan, installed over twenty 
power-driven weaving machines, and thus realised collective 
production. 

For handicraft workers in general, the collective pro¬ 
ducers’ co-operative is possible as a first step in organisation. 
Take for example, the Jenchiayu Blacksmith Co-operative 
Society of Yangchuan, Shansi Province. In three years it 
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has accumulated a fund of 240 million yuan and it is now 
in a position to construct new workshops, install gas blast- 
pipes, and replace the old-type earthern furnaces with half 
mechanised small blast furnaces. 

The blacksmiths of Jenchiayu village each used to earn 
a daily income equivalent to six or seven catties of rice before 
the Anti-Japanese War and only the equivalent of three to 
four catties during the Japanese occupation. Their daily 
income increased from ten catties in the early days of their 
organisation to 19,465 yuan (equivalent to over twenty 
catties of rice) in September, 1951, when they formally 
founded their co-operative. Let us take the Kan Ho 
Sulphur Producers’ Co-operative Society of Yangchuan, 
Shansi Province, as an example. Since its initial organisa¬ 
tion in 1947 and its formal reorganisation into a producers’ 
co-operative in 1950, it has continuously improved its 
members’ technique in production and replaced old-type 
furnaces with small blast furnaces (made in Linshih, 
Shansi). As a result, production increased 3.63 times, 
cost dropped 38.6 per cent and the average income of 
its members increased 7.2 times. Of the 115 families in the 
Kan Ho village, half of which had to live on bran and tree 
bark before the liberation. None has to worry about food 
and clothing now. Eighty per cent of the population has at 
least three suits of clothing (working suit, everyday suit and 
formal suit) and there are 28 table clocks in the village. 
Of the 228 adults, 66 possess a wrist or a pocket watch each. 
All children of school age go to school and 73 per cent of 
the young people attend night school. The village subscribes 
to several copies of newspaper. All this serves to show 
the superiority of the industrial producers’ co-operative. 

The principal gain in the field of industrial producers’ 
co-operative organisation in the past three years is that we 
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have begun to obtain for ourselves the experience in organis¬ 
ing this type of society and in managing production. This 
experience has laid a firm foundation for large-scale develop¬ 
ment in the future. 


Ill 

During these three years, the co-operative societies in 
our country have developed into a vast network embracing 
over 100 million members and are playing an important role 
in the people’s economy. However, our work still falls far 
behind requirements. In areas where land reform has only 
recently been completed, special efforts have to be made for 
establishing new organisations and expanding business, 
while in the old Liberated Areas, the work has to be further 
improved. 

We must bear in mind Chairman Mao Tse-tung’s direc¬ 
tive that “service to the masses is the very essence of co¬ 
operative society, that is, the society must always think of 
the masses, plan on behalf of the masses and put their 
interests first before everything else.” We must re¬ 
solutely eliminate pure profit-making and work truly 
for the needs of our members instead of profits. We must 
cultivate the ideology of working-class leadership, institute 
an extensive democratic system in the co-operative network, 
make public our costs, improve our wholesale and retail 
business, shorten the handling process between the producer 
and the consumer, and reduce costs so as to give our mem¬ 
bers more material benefits. 

We have to learn to master quickly the technique of 
business management and set up a system of business ac¬ 
counting in business operation and management for the co¬ 
operatives. In order to achieve further progress in our techni¬ 
que of operation and management, we must conscientiously 
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apply in our work the system of financial management, the 
system of accounting and the four rates with regard to 
business operation (i.e. the turnover rates of funds and of 
commodities, rate of current expense, rate of depreciation 
and rate of net profits), all of which have already been 
stipulated. 

Our business operation in the field of local industrial 
and handicraft products will have to be intensified in con¬ 
formity with the needs of the broad masses of our members. 
Expansion of the marketing of minor local products accord¬ 
ing to the needs of the peasant masses will have to be made. 
Co-operative federations of the provincial and county level 
should periodically convene meetings each year to discuss 
problems regarding the interflow of goods, so that they may 
give better service to their members. 

To sum up, we are striving to establish a strictly correct 
attitude in conducting business, improve the technique of 
our business operations, satisfy to an even greater extent 
the demand for goods of the broad masses of our members, 
and advance the present co-operative work one step further. 
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The Chinese Working Class on the Eve of 
Large-Scale Economic Construction 

Lai Jo-yu 

General-Secretary of the All-China Federation of Labour 
(September 20, 1952) 

The serf organisation of social labour rested on the 

discipline of the stick,.The capitalist organisation 

of social labour rested on the discipline of starvation, 

.The Communist organisation of social labour, 

the first step towards which is Socialism, rests, and 
will do so more and more as time goes on, on the free 
and conscious discipline of the very toilers who have 
thrown off the yoke of the landlords and capitalists. 

—Lenin: A Great Beginning 

The splendid record of the past three years since libera¬ 
tion serves to testify to the fact that the Chinese working 
class and the entire labouring people are free, politically con¬ 
scious and disciplined. Many great achievements made in 
the short space of three years are due to the fact that, under 
the brilliant leadership of Chairman Mao Tse-tung and the 
Communist Party of China, the Chinese working class and 
the labouring people have been highly active and creative, 
and have learned and are still learning the advanced ex¬ 
periences of the Soviet Union. At home, the financial and 
economic situation has taken a basic turn for the better, 
providing the foundation and conditions for large-scale 
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economic construction. On the Korean front, a great victory 
has been won and the plot of the American imperialists to 
extend the war of aggression has been smashed. Thus, the 
Chinese working class and the Chinese labouring people are 
building and defending both our great Motherland and a 
happy future. 

Let us take a look at the heroic conduct of the Chinese 
working class on the production front over the past three 
years. In 1950, one year after liberation, more than 683,000 
workers took part in emulation drives. In 1951, 2,380,000 
workers participated in the same movement. In the first half 
of 1952, following the “San Fan” and “Wu Fan” movements,* 
over 80 per cent of workers and staff members took part 
in the patriotic emulation campaign to practise economy and 
raise production. For three years, the masses of workers and 
staff members have accumulated many advanced experiences 
and have submitted many rationalisation proposals for the 
improvement of machines, working methods, organisation 
and the like. During the three years they have submitted 
approximately four hundred thousand rationalisation pro¬ 
posals, of which over 241,000 were adopted. Owing to the 
high working enthusiasm and creativeness of the workers 
throughout the country, labour productivity has been greatly 
raised. In 1951, the labour productivity of the workers in 
Northeast China surpassed the highest pre-liberation level 
by 42 per cent. The labour productivity of the first half of 
1952 surpassed that of the same period in 1951 by 20.9 per 
cent. In the production of coal, the labour productivity has 


* In December 1951 the “San Fan” movement was launched against 
the “three evils” of corruption, waste and bureaucratism among 
workers in government institutions and State enterprises. The “Wu 
Fan” movement was launched at the same time among private busi¬ 
ness circles against the “five vices”, namely: bribing of personnel 
in government and public organs, tax evasion, theft of State property, 
cheating on government contracts and stealing economic information 
for private speculation. 
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increased by 88 per cent over pre-liberation days. Large 
numbers of model workers have made their appearance in 
the midst of this heroic movement. According to the 1951 
statistics, we had already more than 86,500 model workers. 
These figures alone enable us to visualise the heroic conduct 
of the Chinese working class on the production front. Such 
heroism is a miracle in the eyes of those who used to belittle 
the masses of the workers. 

Why is it that the working class has given full expression 
to its talent and wisdom? Because in post-liberation new 
China the working class has become the leading class of 
the State, and because State interests and working class 
interests are completely at one. In the course of the 
development of production, the material and cultural life 
of the working class has greatly improved and is still con¬ 
tinuously improving. The experience gained by the working 
class in their day-to-day life has enabled them to under¬ 
stand the change in their own position in new China and the 
relation between State interests and their own interests. 
Consequently, they possess a high sense of responsibility 
in the matter of State interests and the development of pro¬ 
duction. Such is the class and political consciousness of the 
working class and the rich source of their strength. 

Let us take a look at the political position and the living 
conditions of new China’s working class. Soon after the 
founding of the People’s Republic of China, the Committee 
of Financial and Economic Affairs of the Government 
Administration Council of the Central People’s Government 
promulgated, on February 28, 1950, a directive regarding the 
establishment of factory administration committees in State- 
owned and public-owned factories. According to the direc¬ 
tive, the factory administration committee, which was to 
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administer the factory, should be composed of an equal 
number of representatives from both the workers and the 
management. On June 29, 1950, the Central People’s Gov¬ 
ernment promulgated the Trade Union Law which clearly 
defined the role of the mass organisations of the working 
class—the legal position, functions and duties of trade unions 
under the New-Democratic State power, and which ensured 
under the State decree the fundamental interests of the work¬ 
ing class. Again in 1951 there were promulgated the Labour 
Insurance Regulations, which provide a preliminary solution 
to workers’ problems such as maternity, old age, illness, 
death, injury, disability, etc. In addition to these State 
decrees, there are of course many other regulations, decisions 
and directives which protect the interests of the working 
class from different aspects. The measures of the People’s 
Government all reflect the nature of our State power—the 
People’s Democratic Dictatorship under the leadership of the 
working class and based on the alliance of workers and 
peasants. 

The policies and decrees of our country will not remain 
merely words on paper. Since the day when we took over 
the bureaucratic enterprises, we have been on the one hand 
trying to rehabilitate production, and on the other hand de¬ 
stroying the irrational, reactionary and feudal systems which 
used to oppress the workers. Particularly during the past 
two years, all State-owned factories, mines and enterprises 
have systematically undergone a democratic reform, have 
cleared themselves of all counter-revolutionaries and all foul 
systems and have set up New-Democratic systems instead. 
Following the “San Fan” movement, this historically signi¬ 
ficant reform of enterprises has been in the main concluded 
throughout the length and breadth of the country. In the 



true sense of the word, the working class have become 
masters of the enterprises. 

Even the position of workers in privately-owned enter¬ 
prises is now entirely different from what it used to be in 
pre-liberation days. The political rights and the legitimate 
economic interests of the working class receive full protection. 
Any act on the part of the capitalists to oppress and illegally 
exploit the workers is considered a criminal offence and hence 
is prohibited under State law. The enterprises of the capital¬ 
ists operate under the leadership of the State economy and 
are confined in scope to production in the interest of the 
national economy and the people’s livelihood, as stipulated 
in the Common Programme. Thus the workers in privately- 
owned enterprises have also taken a responsible attitude 
towards production and administration. While they actively 
develop production and administration, they have resolutely 
guarded the State interests as well as their own interests 
against the illegal activities of the capitalists. Such is the 
attitude which has been assumed and is being assumed by 
the masses of workers in privately-owned enterprises and 
by their own organisations—the trade unions. 

It is evident that during the past three years the reform 
of privately-owned enterprises has lagged behind that of 
State-owned enterprises. In many privately-owned enter¬ 
prises, the capitalists tried to retain many unlawful systems. 
The situation has undergone a fundamental change since 
the great “‘Wu Fan” movement. The “Wu Fan” move¬ 
ment fully exposed and routed the onslaught of the illegal 
elements among the bourgeois class. It extensively and 
intensively mobilised and educated the masses of the work¬ 
ers and drew a demarcation line between the working class 
and the bourgeois class. It further strengthened the organ¬ 
isational force of the working class, thus intensifying the 
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working class supervision over the bourgeois class and 
guarding our State decrees and policies against any 
violation. 

As regards the material life of the working class, it 
too has shown remarkable improvements over the past three 
years as a result of the rehabilitation and development in 
production. The average wages of workers over the country 
have now increased by 60 to 120 per cent over 1949. In the 
Northeast alone, over 2,600,000 square metres of workers’ 
living quarters have been built. The Committee of Financial 
and Economic Affairs of the Government Administration 
Council of the Central People’s Government is planning to 
completely solve the problem of workers’ living quarters 
within three to five years. Beginning from this year, the 
plan is being materialised. Problems peculiar to women 
workers are also being properly taken care of. In addition 
to the provision for a total of fifty-six days’ leave of absence 
from work before and after confinement, there have been set 
up all over the country a total of sixteen hundred nurseries 
for workers’ children. Rooms for nursing mothers have been 
provided in the larger factories. Three million and twenty 
thousand workers and staff members throughout the country 
now enjoy the benefits provided under the Labour Insurance 
Regulations. If their families are taken into account, those 
who enjoy the benefits will number approximately ten million 
people. The entire country now possesses thirty-seven 
workers’ sanatoria, fourteen homes lor the disabled and the 
aged, and three orphanages. Facilities such as rest homes, 
rest rooms and dining rooms providing special food have 
been even more widely established. The health conditions 
of workers and staff members have greatly improved on 
account of such measures. 

Breath-taking progress has also been made in the 
cultural life of the working class during the past three years. 
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The whole country now has over 8,900 workers’ spare-time 
schools attended by a total of 3,020,000 workers. There are 
throughout the country sixty-six comparatively large cultural 
palaces and clubs and more than 5,100 libraries. According 
to the statistics of the end of June, 1952, 26,400 workers have 
been completely freed from production in order to pursue 
technical studies. 

It has been made clear that the development of pro¬ 
duction means improved living for the working class and 
that the continued development of production will mean 
the continued improvement of their living. Working class 
interests and State interests are identical. Such identity 
demonstrates the superiority of our State system. Under our 
New-Democratic State system, the working class is able to 
give full expression to its talent and wisdom and there is 
no limit to its positive character and creativeness. Such is 
the most valuable and the most important foundation for 
our cause of construction. With this foundation, we shall 
successfully advance towards industrialisation and Socialism. 

Now, following the great “San Fan” and “Wu Fan” 
movements, and in preparation for large-scale economic con¬ 
struction, the workers all over the country have answered 
the call of Chairman Mao Tse-tung by launching a patriotic 
emulation campaign to raise production and practise economy. 
This campaign is different from past emulation drives be¬ 
cause it has sprung from the basis of the “San Fan” and 
“Wu Fan” movements and is in direct preparation for the 
economic construction. Viewed from the aspect of the role 
of the trade union movement, the “San Fan” and “Wu Fan” 
movements were .epoch-making events. Having concluded 
the period of political reform in enterprises, they started 
the period of production and construction. After these 
movements, the trade union movement must turn to pro¬ 
duction. Therefore, intensive work must be done in order 
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■to solve the various concrete problems of production and 
in the life of the workers and staff members and to accumu¬ 
late various experiences in production and construction. All 
■these also prepare the foundation and conditions for large- 
scale economic construction. Our emulation campaigfn to 
raise production and practise economy is also advancing to¬ 
wards this objective. By means of such activities, the vast 
masses of workers and staff members are greeting the advent 
of the period of large-scale economic construction in our 
State. 

. Quite a number of shortcomings, including some of a 
serious character, have of course been found in the course of 
the emulation campaign to raise production and practise 
economy. It is not the masses of workers and staff members 
who are mainly responsible for such shortcomings. On the 
contrary, such shortcomings have arisen from the fact that 
the leadership of certain enterprises lagged behind the 
masses. Since the active and creative spirit of the masses 
is universally high, they have made many achievements 
and have brought up many new problems. Owing to 
lack of experience, the leading cadres in many enterprises 
have been more or less passive in the face of such new 
problems and failed to provide timely and proper solutions. 
Hence the shortcomings in the emulation campaign. These, 
however, are shortcoming's in the course of advance and can 
"be quickly eliminated after a period of intensive and elaborate 
work. 

This year’s National Day will immediately precede our 
great Motherland’s entry into large-scale economic con¬ 
struction. In the coming large-scale economic construction, 
the Chinese working class will further demonstrate their 
strength and, standing at the head of the working people of 
the entire country, they shall together construct our gp-eat 
Motherland and create a happy life with their own hands. 
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Around our National Day this year, the Peace Con¬ 
ference for Asian and Pacific Regions will be held In our 
Capital. This is an honour to both the Chinese people and 
the Chinese working class. The Chinese working class sup¬ 
ports this Conference in all sincerity and is resolved to 
faithfully carry out the decisions of the Conference and to 
devote itself to the defence of peace in the Far East a^d in 
the world. 

Under the brilliant leadership of Chairman Mao Tse-tung 
and the Communist Party of China, great China is entering 
the period of Herculean construction. “Struggle for the in¬ 
dustrialisation of the country!”—such is the collective will 
of the Chinese working class. A vista of Socialism has be¬ 
come deeply rooted in the hearts of all Chinese workers. 
The Chinese workers are forging ahead with courage and 
full confidence. 
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China's Great Victories on the Economic 
Front During the Past Three Years 

Hsueh iVlu-chiao 

< Member of the Committee of Financial and Economic Affairs 
of the Government Administration Council of the 
Central People’s Government 

(October 1. 1952) 

1. Three Years of Gradual Improvement in Financial and 
Economic Conditions 

China used to be an economically backward, semi-colonial 
and semi-feudal country. Before liberation, under the reac¬ 
tionary rule of the Kuomintang and in more than ten years 
of continuous, cruel warfare. China’s economy deteriorated 
further through the destruction wrought. In these ten war 
years, agricultural production fell about 25 per cent; the 
output of light industry 30 per cent; and the hardest-hit 
heavy industry produced 70 per cent less. What was even 
worse, commodity prices soared under Kuomintang reac¬ 
tionary rule because of the acute currency inflation. Between 
August 1937 and August 1948, prices rose to six million 
times their otiginal level. The goM yuan notes issued in 
August 1948 became waste paper within less than a year. 
Consequently, numerous unscrupulous merchants came to 
the fore in the cities whose specialty was market specula¬ 
tion, and even legitimate industrialists and merchants were 
obliged to engage in speculating activities. China’s entire 


269 



economy was rotten to the core, and the people’s livelihood 
reduced tq an appaliingly low level. 

Liberation found new China faced with these most 
urgent tasks: to curb inflation, stabilise commodity prices, 
prohibit speculation, and turn industry and commerce back 
to normal; to carry out land reform, rehabilitate and develop 
agricultural production, improve the livelihood of the peas¬ 
ants and raise their purchasing power; to restore industrial 
production, develop State-owned industries, aid and read¬ 
just private industry and commerce, improve the living 
conditions of workers and staff members through increased 
production; to restore communications, set up a trading 
system, facilitate the interflow of goods between city and 
countryside, and between China and foreign countries, so 
as to ensure the smooth development of industrial and agri¬ 
cultural production. All these were indispensable prere¬ 
quisites for the coming large-scale economic construction. 

The first great success in the sphere of finance and eco¬ 
nomy after the establishment of the Central People’s Govern¬ 
ment was the end of currency inflation, the stabilisation of 
the currency and of commodity prices in March 1950. Since 
1950, we have endeavoured to balance the budget so that we 
have not had to issue more paper currency for budgetary 
purposes. In addition to the balance between revenue and 
expenditure, we have also carried out two other important 
tasks in the stabilisation of commodity prices. 

Firstly, State trading organisations have been enabled 
to control and regulate the supply of various essential 
materials in order to fully meet the demands of the market. 
As a result of the adequate supply since March 1950 from 
State trading organisations of such commodities as food¬ 
stuffs, coal, cotton, cotton yarn and cloth which are 
essential to the people’s day-to-day life, commodity prices 
have remained stable, the black market has disappeared, and 
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restrictions on the amount each person was allowed to pur¬ 
chase have become unnecessary. 

Secondly, the State bank has taken over the control of 
cash accounts, so that all cash received and paid by govern¬ 
ment institutions and State-owned enterprises passes through 
the State bank for centralised accounting. Thus, the State 
bank, with command over the greater part of the nation’s 
deposits and loans, has been able to regulate currency cir¬ 
culation and to stabilise the financial market. 

Thanks to these successful measures, commodity prices 
have been gradually stabilised since March 1950; they even 
fell temporarily for a short period because of the sudden dis¬ 
appearance of the false purchasing power existing at the time 
when speculation and inflation were rife. Consequently, 
native banks and exchange shops which in the past had made 
fortunes by speculation were, one after another, forced to close 
down or cliange their occupation. Private industrialists and 
merchants who had habitually indulged in hoarding over the 
past ten years, likewise met with financial and marketing 
difficulties when the nation’s economy took an upwaM turn. 
To meet this situation, the Central People’s Government- 
worked out timely decisions to readjust industry and com¬ 
merce. By means of such measures as entrusting the private 
enterprises with processing work, placing orders with them, 
purchasing from them and granting them loans, the Centra} 
People’s Government helped private enterprises overcome 
their difficulties In the course of economic reorganisation. 
It also readjusted relationships between State and private 
enterprises, between labour and capital, and helped private 
enterprises improve their methods of operation and manage¬ 
ment. Thus, in less than half a year, market conditions be¬ 
came better on a healthy new basis. 

For the further readjustment of indust^ and comrnerce, 
we promoted, between the winter of 1950 and the first half qf 
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1951, a nation-wide movement for the interflow of goods 
between city and countryside. The movement put an end to 
the stagnation of urban-rural trade caused by war and infla¬ 
tion in pre-liberation days, and opened up outlets for the 
peasants’ surplus agricultural products and native goods. 
Thus, the peasants’ income has risen and there has been 
an increase in their purchasing power for industrial products 
of the cities. This opened immediately a big market for 
urban industrial products and thus accelerated the further 
improvement of industry and commerce in the cities. The 
turnover in industrial products was slow in the first half 
of 1950; since then, slow turnover has been an unknown 
phenomenon. This experience proves that China’s economy 
must look for development to her domestic market. The 
countryside is the mainstay of our domestic market for, after 
land reform, the rural market with a total population of over 
four hundred million is a great dynamic force for pushing 
China’s industry forward. 

At the same time, under the brilliant leadership of Chair¬ 
man Mao Tse-tung and the Central People’s Government, the 
people all over the country have won, with the highest en¬ 
thusiasm, overwhelming victories in three great movements, 
namely, the land reform, the movement for the suppression 
of counter-revolutionaries, and the movement to resist Ameri¬ 
can aggression and aid Korea. The people have displayed 
the same enthu'siasm also on the economic front. There have 
been the democratic reform movement, the rationalisation 
proposal movement, and the movement to increase production 
and practise economy in mines and factories. A patriotic 
bumper-crop emulation movement ha® swept the countryside. 
All these have been crowned with great success. 

e 
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The “San Fan” and “Wu Fan” movements* in the first 
half of this year created extremely favourable conditions for 
our coming economic construction. As a result, our finan¬ 
cial and economic situation has come to show basically an 
upward trend within less than three years. Industrial and 
agricultural production has not only recovered generally, but 
has also made comparatively big progress. Commodity 
prices have been completely stabilised and Government 
revenue and expenditure balanced. Last year commodity 
prices rose only 13.8 per cent. Since October of last year, 
however, they have been more stable, with even a small 
drop. In the first half of this year, we initiated reasonable 
price reductions in more than ten thousand items of daily 
necessities. The general price index fell about 5 per cent. 

In the face of American imperialist aggression in Korea 
and Taiwan, we have had to support the movement to resist 
American aggression and aid Korea and to strengthen our 
national defence. Even under such grave circumstances, our 
country has been able to balance its revenue and expenditure, 
stabilise currency and prices and allocate large funds annual¬ 
ly for the complete recovery and partial development of eco¬ 
nomy and culture. Following the “San Fan” movement this 
year, expenditure in government institutions has experienced 
a further considerable cut. Therefore, aside from balancing 
our revenue and expenditure, we are this year able to earmark 
more than 50 per cent of total Government expenditure for 
national construction. Obviously, this is an achievement 
without precedent in the financial and economic history of 
our country. 

* In December 1951 the “San Fan” movement was launched against 
the “three evils” of corruntioh. waste and bureaucratism among 
workers in government insmutions and State enterprises. The “Wu 
Fan” movement was launched at the same time among private busi¬ 
ness circles against the (five vices”, namely: bribing of personnel 
in government and public organs, tax evasion, theft of State property, 
cheating on government contracts and stealing economic information 
for private speculation. 
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II. Rehabilitation and Development of the People's Economy 

During these past three years, the total value of our agri¬ 
cultural output has increased by approximately 50 per 
cent, and has, in general, surpassed the pre-war level. If 
we take the year 1949 as 100, the output of food in 
1951 was 128, while its estimated output in 1952 wilt be 40 
per cent higher than in 1949; the output of cotton in 1951 
was 252; its output in 1952 is estimated to be about three 
times that of 1949. This means that food production 
will surpass the highest pre-liberation record; while cotton 
production will be more than 50 per cent above the highest 
pre-liberation record. The output of other agricultural pro¬ 
ducts is increasing at a similar pace. Although an agri¬ 
cultural country, China used to import large quantities of 
foodstuffs and cotton from abroad before liberation. Today 
we are entirely self-sufficient in these products and have no 
need for such imports. Furthermore, we are able to spare 
part of our own foodstuffs to help neighbouring countries out 
of their difficulties. 

The first reason for the speedy recovery of China’s agri¬ 
cultural production is land reform which gave each poor 
peasant in the country a piece of land. The aggregate annual 
rent, equivalent to thirty million tons of grain which peasants 
had in the past to pay to the landlords, is now treated as part 
of the peasants’ own.income and mostly reinvested in agri¬ 
cultural production. This fact has greatly heightened the 
peasants’ enthusiasm for production, and the patriotic 
bumper-crop mass campaign is in full swing everywhere. 

The second important factor is that the Government has 
provided the peasants with loans, fertilizers, modernised 
farm implements, selected seed and insecticides. In parti¬ 
cular, there have been large-scale water conservancy pro¬ 
jects and Government purchases from the peasants at rea- 
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sonable prices of varrous surplus agricultural products and 
native goods—purchases which eliminate exploitation by 
unscrupulous merchants. All of these factors have given 
great impetus to the development of agricultural production. 
Mention should be made here of the Huai River project, 
begun in 1950, and the Chingkiang (a section of the Yangtse 
River) flood diversion project this year. As far as the 
scale and speed of construction are concerned, these 
projects are not only unprecedented in Chinese history, but 
have also been seldom seen in the history of the world. 
They have preserved tens of millions of peasants from the 
threat of floods and have assured bumper crops over a vast 
rural area. At the same time, peasants have begun to 
organise everywhere into mutual-aid teams and producers’ 
co-operatives, so as to make rational use of their land, 
draught animals, farm implements and labour. This has 
also greatly increased the production efficiency in agricul¬ 
ture. Over 40 per cent of our peasants have joined labour 
mutual-aid teams. In the old Liberated Areas the percen¬ 
tage runs as high as 70 or even 80, and over four thousand 
agricultural producers’ co-operatives have also been organ¬ 
ised. Land reform and the rapid recovery of agricultural pro¬ 
duction have greatly increased the peasants’ purchasing 
power, and improved their living standards considerably. The 
wretched life the Chinese peasants led under feudal exploita¬ 
tion and oppression is a thing of the past and gone forever. 

During these last three years, the total value of indus¬ 
trial production has more than doubled. With only a few 
exceptions, all types of production are now above the highest 
pre-liberation level. The output of heavy industry is greatly 
increased. Since liberation, coal and electricity have almost 
doubled in output, and steel and iron Increased seven to 
eightfold. Similarly, there has been a marked increase in 
all other heavy industrial production. With the exception of 


»s 



coal, the production of all these heavy industries this year 
will exceed, in some cases considerably, the highest pre-libera¬ 
tion record. 

Light industry has likewise seen remarkable development. 
Take cotton, the most Important industry, for example. The 
production of cotton yarn increased, in 1951, by 24 per cent 
over 1949. Its estimated output in 1952 will be 62 per cent 
higher than in 1949, or approximately 50 per cent above the 
pre-liberation peak output. The production of paper has in¬ 
creased twofold in three years, i.e., more than doubled the 
pre-liberation level. Production in other light industries has 
similarly registered noticeable increases. Even in the cigarette 
industry, which is fraught with difficulties, we are this year 
anticipating an output exceeding the pre-liberation peak 
by approximately 50 per cent. 

Aside from rehabilitation and development of produc¬ 
tion, our industry has been emancipated from imperialist 
domination and is gradually becoming independent. In the 
past, we exported coal and iron ores and made very little use 
of them for our own steel and machine industries. We had 
to import raw materials like cotton, tobacco and wheat for 
our light industry. Now this situation is basically changed. 

Equally remarkable progress has also been achieved over 
the past three years in the field of communications and trans¬ 
port. In particular, the rehabilitation and construction of 
railways have taken place at striking speed. In 1949, the 
country’s principal trunk lines were repaired immediately 
after liberation by the People’s Liberation Army. Old lines 
were improved, new lines built, and transportation efficiency 
increased. We have repaired and consolidated more than 
ten thousand kilometres of old lines and constructed 1,267 
kilometres of new ones in the short space of three years. Let 
us take the Chengtu-Chungking Railway in Szechwan Pro* 
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vince as an example. The people there had vainly longed for 
it for over forty years. But only two years after liberation the 
railway was built and opened to traffic. The construction of 
the entire Tienshui-Lanchow * Railway has been completed 
and will be opened to traffic on October 1. Work on the 
construction of the Tienshui-Chengtu Railway has begun. 
These lines and others scheduled for immediate construction 
will serve to link up regions abundant in natural resources 
in the Northwest and Southwest and lay an important 
foundation for our coming industrial construction. 

Such rapid development of industrial production and the 
transportation system is due to the joint efforts of the people’s 
governments at all levels and the great masses of the work¬ 
ing class. In spite of financial difficulties during the past 
three years, the Government has been able to make big invest¬ 
ments in State industries and railway construction by econo¬ 
mising on other expenditure. As to private industries, the 
Government has entrusted them with processing work and 
placed orders with them, so that they are free to develop their 
production without worrying about problems of supply of raw 
materials and the marketing of finished products. Govern¬ 
ment investment in industrial construction is growing from 
year to year. This year, our investment in economic con¬ 
struction is two and a half times that of last year. 

During these three years, all State industries and a num¬ 
ber of private industries have undergone democratic reforms 
and improved their methods of operation and management. 
Furthermore, we have been engaged, since last year, in a 
movement to increase production and practise economy. 
Under the leadership of the People’s Government, the broad 
masses of workers have participated with boundless enthu¬ 
siasm in the patriotic emulation campaign. They have 
submitted various rationalisation proposals and are con- 
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tinuing to raise their working efficiency. Last year more 
than 2,300,000 workers and staff members throughout the 
country took part in the patriotic emulation campaign. The 
campaign is gaining new momentum this year. Such high 
enthusiasm is quite inconceivable in capitalist countries. 

With the rapid rehabilitation of industrial produc¬ 
tion and communications, the workers’ livelihood has great¬ 
ly improved. Unemployment is a phenomenon that is gradual¬ 
ly becoming extinct. During the past three years, the 
Government has made general readjustments and increases 
in wages. In 1952, average wages in the different 
trades of all localities are 60 to 120 per cent higher than 
in 1949. Since May 1, 1951, following ‘ the promulgation 
of the Trade Union Law and the Labour Insurance Regula¬ 
tions, a system of labour insurance has been introduced in 
all factories employing upwards of one hundred workers. 
Since the recent promulgation of decisions regarding full 
employment, the Government has been preparing a positive 
and systematic solution to the problem of unemployment, 
according to an over-all plan. On the basis of increased 
production, the Government is building workers’ living quar¬ 
ters, hospitals, nurseries, sanatoria and is improving indus¬ 
trial safety installations. In State-owned factories, workers 
elect their own representatives to participate in production 
administration committees. In privately-owned factories, the 
workers as masters of the nation consult with the capitalist 
owners on problems of restoring production and readjusting 
relations between labour and capital. 

Qur domestic trade has been re-built over the past three 
years on a new basis of division and co-ordination of labour 
between co-operatives, public and private trading organisa¬ 
tions. Before liberation, urban-rural trade was completely 
disrupted through war and inflation. Since liberation, we 
have exerted great efforts in organising the interflow of goods 
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between city and countryside, in helping peasants to sell 
their surplus agricultural products and native goods, and 
in supplying them with urban industrial products. Thus, 
besides greatly increasing the peasants’ income, we have 
also opened up a vast domestic market for our industrial pro¬ 
ducts. Since the second half of 1950, trade between city and 
countryside has been operating smoothly. The volume of 
domestic trade in 1951 was 30 per cent higher than in 1950; 
in 1952 a further increase of 70 per cent is expected. There¬ 
fore, not only has the trade of State enterprises and co-opera¬ 
tives greatly expanded, but private enterprises have also 
made considerable progress in that direction. 

Our foreign trade has continued to develop in spite of the 
blockade and embargo imposed by countries headed by the 
U.S.A. The total value of imports and exports in 1951 was 
much bigger than in 1950; a further noticeable increase is 
expected in 1952. In the total value of our imports and 
exports, out trade with capitalist countries has greatly fallen 
in proportion, as a result of the blockade and embargo. On 
the other hand, our trade with the Soviet Union and the 
People’s Democracies has greatly increased, constituting now 
about 70 per cent of total value of our foreign trade. Further¬ 
more, we had an unfavourable balance of trade for more 
than seventy years; now we have achieved equilibrium be¬ 
tween imports and exports. This indeed is entirely beyond 
American imperialist expectations. 

III. The Nature of Our Economy Changes 

Before liberation, the Chinese people were oppressed 
and ruled by imperialism, feudalism and bureaucratic 
capitalism. But since liberation, * the social economy of 
China has undergone a complete, change. 



Firstly, imperialist countries controlled our finance and 
our most important industries. After iiberation we abolish¬ 
ed all the prerogatives of imperialist countries in China, 
but foreign enterprises abiding by the laws and regulations 
of the Chinese People’s Government are allowed to carry 
on business. However, as foreign enterprises had been 
based on special prerogatives, they found themselves unable 
to carry on business after the abolition of these preroga¬ 
tives because of their own mismanagement. 

After the U.S. had imposed a blockade and embargo 
on our country and frozen our assets abroad, enterprises 
owned in China by American imperialists were mostly placed 
under the control of our Government. Other foreign-owned 
enterprises are also faced with great difficulties, as a result 
of this blockade and embargo. The rule of imperialism is 
gone forever from China. 

Secondly, land reform has been completed in an area 
embracing a population of more than 420 millions. With 
the exception of areas inhabited by national minorities, land 
reform will be brought to a successful conclusion this winter 
or next spring. The feudal system which held China under 
its sway for more than two thousand years will soon be 
completely eradicated. With the exception of a very limited 
number of despot landlords and landlords living in cities, 
twenty million landlords were each given a piece of land 
just like the peasants. After undergoing reform through 
labour, the majority of them will gradually be converted 
from feudal landlords into working people. This is another 
tremendous change in the social economy of China. 

Thirdly, enterprises belonging to bureaucratic capitalists 
have all been confiscated and transformed into State-owned 
enterprises which are Socialist in nature. Under the joint 
efforts of the Government, the workers and staff members, 
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the total value of output of our State industries has more 
than trebled. As a result, State industries now occupy the 
leading and most important position. They constitute almost 
80 per cent of heavy industry, about 40 per cent of light 
industry in general, and about 50 per cent of certain im¬ 
portant light Industries. In modern transport enterprise, 
all the railways are operated by the State; about 60 per cent 
of the total number of vessels plying along China’s coast* 
and along the Yangtse River belong to the State. ; ,, 

The State bank has made even greater progress in the 
past three years. It now controls over 90 per cent of the 
total in loans and deposits in the whole country. If loansi 
and bank deposits under the joint ownership of the State and 
private capitalists are included, they constitute 98 to 99 per 
cent of the total. Private and native banks have^gradually 
gone out of existence during these past three years owing to 
their mismanagement. 

State trading enterprises are also developing rapidly. 
At present about 90 per cent of our imports and export^ 
are handled by the State.' In the domestic market, State 
trading companies hold the leading position in wholesale 
trade. In retail trade, about 30 per cent of the total sales 
this year are estimated to have been made through State 
trading companies and co-operatives. Therefore, the State 
has sufficient resources and is in a position to control. 
market prices; through price adjustments, it gives leadership 
to private enterprises and to agricultural production, and , 
indicates the direction in which they must develop, \ 

Although State economy has greatly developed, private 
enterprises, under the leadership and support of State eco¬ 
nomy, are also recovering and developing. ACcordjng to 
statisjtics for eight cities, i.e., Shanghai, Tientsin, Peking, 
Hankow, Canton, Chungking, Sian and Shenyang (jyiukdeh) , 
from January 1950 to December 1951, the number of private 
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enterprises had risen by 92,000. i.e., an increase of 27 per 
cent. Especially rapid has been the increase of private indus¬ 
trial enterprises in the past three years, the total value of 
their output having risen by 70 per cent. Private enter¬ 
prises are not only recovering and developing, but, are also 
undergoing gradual readjustment and reorganisation. Enter¬ 
prises whi^ are beneficial to the national welfare and to the 
people’s livelihood and which are able to meet the urgent 
needs cS the nation and the people, are developing rapidly: 
those which are not, are gradually going out of business. 
The leadership given to private enterprises by State economy 
is being strengthened daily. Most of the comparatively large 
privately-owned factories have received orders for processing 
work and for goods from the Government and from State 
enterprises. They have even concluded long-term sales 
agreements with the Government, thus gradually advancing 
in the direction of State capitalism. 

The individual economies of peasants and handicrafts¬ 
men are being organised into co-operatives and, through these 
co-operatives, given help and guidance by the Government 
and State enterprises. Up to June this year, there, were 
already 36,000 co-operatives with more than 106 million mem¬ 
bers. All these co-operatives have been established since 
liberation only. Last year the total retail sales of co-opera¬ 
tives constituted 10 per cent of the country’s total retail 
sales both by public and private enterprises; while the total 
purchases of agricultural produce by co-operatives constitut¬ 
ed 60 to 70 per cent of the State’s total purchases, not includ¬ 
ing purchases by private enterprises. Obviously the co¬ 
operatives have come to occupy an extremely important posi¬ 
tion in the five sectors* of China’s economy. 

* The five sectors of China’s economy are: State-owned econoniy, 
operative economy, the individual economy of peasants and lumdi- 
crattsnfen, private capitalist economy and State capitalist eenuHoy. 



We can easily see from what has been said above that 
China is no longer a semi-colonial and semi-feudal country. 
Nor is it a capitalist country. China is now a New-Democra¬ 
tic State. We have a daily flourishing State economy of a 
Socialist nature, which controls the economic life-lines of the 
country and has firmly established its leading position among 
the five sectors of our economy. At present, the private 
capitalist economy in China badly needs the leadership of 
State economy. This is especially true in the case of private¬ 
ly owned factories of a comparatively large size. Under the 
guidance of State economy and through government orders 
for processing work and manufactured goods, these private 
enterprises now engage In production in co-ordination v/ith 
the over-all plan of the State. This differs completely from 
the state of blind production in the past. Through co-opera¬ 
tives, State economy also gives leadership to the large num¬ 
bers of scattered individual producers, bringing their produc¬ 
tion in line also with the Government plan. In this we 
are able to carry on our planned economic construction ensur¬ 
ing that our country will, after a comparatively long period 
of such construction, move on steadily towards a bright 
Socialist future. 

IV. Economic Construction in Future 

t 

Shortly after the inauguration of the Central People’s 
"Government, Chairman Mao Tse-tung instructed us to strive 
for the fundamental improvemdit of our finances and economy 
within a period of three years or a little over. Last year Chair¬ 
man Mao Tse-tung reminded us to complete the preparatbry 
work for large-scale economic construction within these three 
years stipulated (1950-1952).“ Now, through the combined 
efforts of the people’s governments at all levels and.the peo- 
ple’of the entire country, we have victoriously accompiisbed 
the glorious task set us by Chairman Mao Tse-tung. 



the past three years, we have successfully refiabilitated and 
reorganised our national economy. This year, our agricul¬ 
tural and industrial production has been restored to the 
highest levels ever recorded before liberation; most of it has 
exceeded the highest levels. Our revenue and expendi¬ 
ture balance and prices are completely stable. Thus, the 
rehabilitation and reorganisation of our economy are basical¬ 
ly completed, and large-scale economic construction will 
start irt the whole country in the near future. Under the 
brilliant leadership of Chairman Mao Tse-tung and the Chin¬ 
ese Communist Party, the Chinese people will express their 
industrious, persevering spirit by exerting themselves to the 
utmost for the industrialisation of our country. 

It is due to our New-Democratic political and economic 
system and to the fraternal help given us by the Soviet Union 
that our economy has been able to develop so rapidly. Our 
economic system is a progressive one, but technically we are 
still backward. China is still an agrarian country; the pro¬ 
portion of modernised industry in our national economy is 
lower than it is in the People’s Democracies of Eastern 
Europe. The people of the entire country will have to exert 
their efforts for a fairly long time yet in order to transform 
our backward agrarian country into an advanced, industrial 
one. 

First and foremost, we must make use of our rich natural 
resources and greatly develop our heavy industries, in order 
to lay the foundation for industrialisation. To tap the abun¬ 
dant resources of our Northwest and Southwest, we must 
undertake the construction of railways on a large scale, and 
improve communications and transport. At the same time, 
it is necessary to develop certain branches of light Industry 
and agriculture, in order to meet the ever-increasing needs 
of our people in their daily life and the demands of bur 
industry for raw materials. Economic construction requires 
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a large number of technical experts. Accordingly, we must 
enlarge the scope of our cultural and educational work. 
Consequently, the expansion of heavy industry must be 
regarded as the central task around which our economic and 
cultural work will develop. 

Though our economy has made rapid progress, the indus¬ 
trialisation of such a big country as China, with the greatest 
population in the world, must necessarily take a compara¬ 
tively long period of time. However great our achievements 
fn the past three years might have been, our future tasks 
will indubitably be still heavier and more difficult, large- 
scale industrial construction is new to us. In order to carry 
out this tremendous task we have to aiake still greater efforts. 
Under the leadership of Chairman Mao Tse-tung and the 
Central People’s Government, the Chinese people will, in 
accordance with the over-all construction plan, assimilate 
further advanced experiences gained by the Soviet Union, 
exert their utmost for the industrialisation of our country, and 
strive towards the bright future of Socialism. We shall pass 
from victory to victory in fulfillment of the glorious task his¬ 
tory has assigned to us. 
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